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NATLONAL ECONOMIC POLICY 


ECONOMIST ON PROSPECTS FOR MODERNIZATION 


Country's Modernization 


HK241602 Hong Kong WEN WEI PO in Chinese 8 Mar 80 p 6 HK 


[Speech by Xu Dixin [6079 3321 2450) delivered at the "Seminar on China's 
economy in the 1980's" held in Hong Kong on 7 and 8 March 1980: "Chinese- 
style Modernization and Prospects for the 1980's") 


[Text] Biographic Note on Xu Dixin, Leader of the Delegation of Chinese 
Economists 


Present positions: 


Member, Standing Committee of the National People's Congress of China’ vice 
president, Chinese Academy oi Social Sciences; director, Institute of 
Economics; professor, Beijing University; deputy chairman, Committee for 
China's Democratic Reconstruction. 


Past positions: 


Responsible for organizational work of the "Alliance of Chinese Social 
Scientists" and "Leftist Cultural Federation" in early 1930's; editor and 
member of editorial board of XINHUA RIBAO in Wuhan and Chongqing during 
the period of war of resistance against Japan; participated in editorial 
work of the magazine QUN ZHONG in Hong Kong during the time of the libera- 
tion war; vice chairman, Finance Committee of Shanghai Municipality, con- 
currently vice chairman, Finance Committee for Eastern China; deputy 
director, United Front Work Department, Central Committee of the Chinese 
Communist Party and director, Central Bureau for the Administration of 
Industry and Commerce. 


Major published works: 


"The Road of China's Economy" (1946). 

"A Course in Contemporary Chinese Economics" (1947). 

"General Political Economy" (1949). 

"An Analysis of Our National Economy During the Period of Transition" 
(1962). 

5. "On Our Socialist Economy" (1964). 

6. "On Socialist Production, Circulation and Distribution" (1979). 

[end biographic note] 
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Me Chairman, ladies and gentlemen: On the invitation of the Chingehi 

laopao She [Ei onomic Reporter Agency] of Hong Kong, the Chinese Academy of 
Social Sciences has sent a delegation to Hong Kong to visit, to look around, 
to learn and to make [(riends, Aside from these, we do not have any other 
mission, When it comes to the topics of discussion, we have a division of 
labor. Today, | will only give the opening remarks. 1 intend to discuss 
the tollowing topics: 1) Starting from the reality of China; 2) The basis 
for achieving Chinese-style modernization; 3) Chinese-style modernization 
and imports of technology and 4) Prospects for China's economy in the 
1980's, 


I, Starting From the Reality of China 


Historical materialism tells us, all social systems have economics as their 
foundation. For a state, the national economy must necessarily be its 
foundation. This is true for socialist countries, and for capitalist 
countries as well, After the Chinese people seized state political power 
and transtormed the system of ownership of the means of production, to 
achieve the modernization of agriculture, industry, national defense and 
technology became a great histcric mission. In the third (1964) and fourth 
(1975) national people's congresses, Premier: Zhou Enlai, on behalf of 
Chairman Mao Zedong, again stated clearly and firmly this great mission. 
However, it is only after the downfall of the "gang of four," who brought 
calamity to the country and to the people, that this mission could possibly 
be accomplished. 


Chairman Hua Guofeng outlined the program of the four modernizations in the 
llth Party Congress, that is, we should make China's industry, agriculture, 
national defense and science and technology measure up to the prevailing 
world standards. At this point, allow me to make a brief introduction on 
Chinese-style modernization. 


Plans for Chinese-style modernization were brought out based on the reality 
of China. China's economy has undergone a great change in the 30 years 

since liberation. But to achieve four modernizations, a series of problems 
will be encountered. The main difficulties are a large population and weak 
economic foundations. In 1949, our population reached 450 million. In 1978, 
the population in the whole country (except Taiwan) leaped to more than 

960 million. Overpopulation, on the one hand, obstructs the gradual improve- 
ment of the material and cultural life of the people; on the other, it 
obstructs the effective advance of the state's accumulation and socialist 
construction. Furthermore, the modernization of industrial and agricultural 
production inevitably brings about the relative growth in importance of 
production techniques in capital investment, and the relative decline in 

the need for labor forces (especially manual labor). As the program of 

the four modernizations progresses, this contradiction will stand out even 
more. Therefore, Chinese-style modernization must be closely coordinated 
with work in population control. It must also practically and realistically 
deal with the 350,000 publicly-owned and collectively-owned enterprises 

(more tuan 6,000 of which are big or medium-sized enteiprises) according to 














actual conditions, We must not negate them all and start everything anew 
just because we want to achieve modernization. Some of them must be 
modernized to world advanced standards, but some could be modernized to the 
1970's level for the meantime, At the same time, we must develop our 
traditional handicrafts and develop service enterprises required by 
industrial and agricultural production and the people's daily life. This 
is to say, Chinese-style modernization must take into account the fact that 
China has a population of more than 900 million. 


{[HK241610] Before liberation, China was a semifeudal, semicolonial country. 
The level of development of industrial and agricultural production was 

very backward; the level of development of science and technology was also 
very backward. In other words, the foundation of our country in terms of 
the economy and science and technology was very weak. For 17 years of hard 
work after liberation we had encouraging achievements. But under the 
frenzied sabotage of Lin Biao and the "gang of four," the gap between the 
level of our science and technology and the advanced world level widened. 
Practice has proven that the growth in capability of a state requires a 

long period of accumulation, the training of talented people in science and 
technology, as well as constant hard work. An erratic course does more harm 
than good. It often requires several years to make up for the losses 
suffered in the course. Therefore, with a weak foundation in the economy 
and science and technology, Chinese-style modernization must proceed in a 
stable manner. Advancing steadily does not mean making no advance. It is 

a preparation for big strides in the future! 


The modernization of our country must take into consideration the reality of 
a large population and a weak economy. This is one side of the problem. 

The other side of the problem is that China is a large country with an 
immense territory of 9.6 million square km with abundant resources. We not 
only have rich mineral and aquatic resources but also enjoy favorable natural 
conditions, like weather and soil suitabie for the development of agriculture, 
forestry, animal husbandry, sideline productions and fisheries. These give 
us favorable material conditions to develop a fairly comprehensive system 

for the national economy. Naturally, to enable these favorable conditions 

of an immense territory and abundant resources to play a positive role in 

the development of the national economy presupposes our untiring efforts to 
develop and to explore in accordance with natural laws and economic laws. 

An immense territory and an abundance of resources are favorable conditions 
for our national economy. They are also questions we must pay attention t: 
in the process of modernization. 


Chinese-style modernization means that the four aspects of industry, agricul- 
ture, national defense and science and technology should develop simul- 
taneously. In the advanced countries, the era from the invention of the 
steam engine to World War II, was the era of mechanization. During that 

era, people used internal combustion engines and electricity. Machines 
replaced people. Since World War II, becaus« of the progress made in 
electronics and information theory, the era of the "humanization of machines" 
("robots) has begun. Chinese-style modernization must, of course, deal 





mainly with the modernization of the methods of production. But because 


of its large population and weak economy China must emphasize "mechanization" 
in the modernization of the methods of production, "Humanization of 
machines” could only be a subject of experiments for scientific research In 
the tuture., 


The modernization cf industry, agriculture, national defense and science and 


technoiogy will undoubtedly result ‘tn the growth of the gross national 
product, and hence also the gradual growth of the average annual income of 
the people. That is why some people take integrated GNP as the yardstick 


for modernization. For example, countries with an annual per capita GNP 
reaching $3,000 are considered to be in the lower bracket among the advanced 
developing countries; and those with a per capita GNP of more than $3,000 

or $4,000 are considered to be in the higher bracket of developed countries. 
Using the annual per capita GNP to measure modernization has its advantage. 
The advantage is that it is clear-cut and to the point. But taking the GNP 
as the sole standard for the level of modernization in isolation could have 
shortcomings in the context of describing the entire national economy. 

For example, the annual per capita income of an oil-rich country is 

$16,000, even higher than the United States. But it does not have a modern 
industrial complex, much less a relatively comprehensive modern national 
economic system. Chinese-style modernization could not possibly depend on 
one or two products to solve the problem. Therefore, it includes all the 
four aspects of industry, agriculture, national defense and science and 
technology. The scheme not only includes the modernization of the methods 
of production; it also includes the modernization of the setup of industry 
and agriculture. It not only includes the relationship between industry 

and agriculture, taking agriculture as the foundation and industry as the 
leading factor; it also includes the modernization of science and technology 
which will have a decisive effect on the first three modernizations among 
the four modernizations. Practice had already proven that no matter how 

new or how advanced the technology and equipment in any field--ina try, 
agriculture or defense production--without technical and managerial personnel 
for the enterprises, we might not be able to handle them, to absorb them and 
to make them give the best possible results. Thus, I believe the formula 
for Chinese-style modernization is more scientific. Of course, I have 
already mentioned that the modernization of industry, agriculture, national 
defense and science and technology will result in the yearly growth of 

both the GNP and per capita income. Put in these terms, the four moderniza- 
tions is the precondition, while the growth of an integrated GNP is the end 
result. Thus, are the two formulations not unified in this manner? 


Il. The Basis for Achievement of Chinese-style Modernization 


Chinese-style modernization proceeds from the basis of socialist public 
ownership of the means of production. 


At this stage, the two forms of socialist public ownership in our country 
are state enterprises under the ownership of the whole people and collective 
ownership of the working people. Chinese modernization is impossible without 














taking these two forms of socialist public ownership as the basis. The 
existing system of the Chinese economy was formed during the 1950's, [ts 
characteristics are a high degree of centralization, direct control of 
administrative organs over the economic activities of enterprises and tiph' 


limits on the autonomy of enterprises, This type of economte system limits 
the development of soclal productive forces. That Is why we are experiment= 
ing and restructuring in all major cities to enable enterprises to have the 
necessary (or more) decision-making power in the areas of production control, 
personnel transfers and allocations of income. But the restructuring of 


the economic system is not a negation of the socialist public ownership of 
the means of production. Even after restructuring, that is to say, after 
adopting the system of enterprises assuming sole responsibility for their 
profits and losses, the nature of the system of ownership of enterprises 
will not change. The enterprises will still be socialist state enterprises 
or collective enterprises. It should be clear that "independent" manage- 
ment and assuming sole responsibility for profits and losses" should never 
be understood to be individual production. If we restore the collective 
enterprises which have a lower degree of socialization to individual 
production, then that is a retrogressive measure. We must oppose such a 
measure. 


Since Chinese-style modernizativou is implemented on the basis of socialist 
public ownership of the means of production, we must have state political 
power of the dictatorship of the proletariat, the leadership of the CCP and 
the guidance of Marxism-Leninism-Mao Zedong Thought. Some foreign friends 
thought that modernization meant Westernization. This proposition is 
doubtful. Undoubtedly, China in its modernization process must absorb some 
advanced method of modernization from capitalist countries and learn and draw 
in experiences from advanced Western countries in the areas of science and 
technology, management and administration of enterprises and improvement of 
economic results. But we will never compromise socialist public ownerghip 
of the means of production, the dictatorship of the proletariat in our 
country and the guidance of Marxism-Leninism-Mao Zedong Thought in China’s 
modernization just because we are learning from the West. To think that 

to achieve modernization in China is to have Westernization in China is very 
far from the truth. 


Chinese-style modernization must solve the problem of the relationship 
between regulation by planning and regulation by the market mechanism. 
China is a socialist country. Because the means of production are under 
socialist public ownership, we are therefore able to regulate various 
sectors of the national economy by planning. Here, the scope of regulation 
by planning is an extremely important question. Practice has shown that 
the scope of regulation by planning must be compatible with the prevailing 
economic conditions. Crucial commodities having a significant bearing on 
the national economy should and can be included in planning, and must be 
strictly included in state planning. Ordinary commodities with numerous 
varieties cannot and need not be included in state planning. Then, they 
must be regulated through the market mechanism. Practice has proven that 
the unscrupulous expansion of the scope of regulation by planning without 














considering the actual economic conditions will inevitably lead to obstruct- 
ing socialist circulation and thus interfere with socialist production and 
adversely affect the variety and quality of commodities. Shortly after we 
brought about the transformation of the system of ownership of the means of 
production, Comrade Chen Yun said: ‘With regard to the planning of produc- 
tion, the major sectors of industrial and agricultural commodities in the 
country are produced according to plans. But at the same time, some 
commodities are produced freely within the framework allowed by state plans 
according to changes in the market. Planned production is the mainstay of 
industrial and agricultural production. Free production carried out within 
the framework of state p.ans according to changes in the market is a supple- 
ment to planned production." Comrade Chen Yun also said: "Within the 
integrated socialist market, the state market is the mainstay. But attached 
to it is the free market which has some degree of leadership by the state. 
This free market is a supplement to the state market under the leadership of 
the state. It is a component part of the integrated socialist market." 
"This type of market within the socialist economy is certainly not a 
capitalist free market, but an integrated socialist market." Chinese-style 
modernization will have to deal with the problem of regulation by planning 
and regulation by market mechanism. |HK241624] Both positive and negative 
experiences in the past 30 years taught us to accomplish Chinese-style 
socialist construction. We cannot disregard the existing economic conditions 
and expand too much the scope of regulation by planning. At the same time 
ve must not ignore the fact that planned production is the mainstay of 
industrial and agricultural production. In addition, we cannot neglect the 
regulatory function of state planning in various sectors of the national 
economy. After readjustment, planning and market mec’ anism will have the 
above-described relationship in the Chinese economy. 


III. Chinese-style Modernization and Importance of Technology 


The standpoint of Chinese-style modernization is self-reliance. But self- 
reliance definitely does not mean aciosed-door policy. It does not mean 
turning a blind eye to advanced science and technology in other countries. 
The "gang of four," who brought great calamity to our country and people, 
used their retrogressive and backward ways to deal with science and 
technology and foreign trade. Practice has proven that the import of 
advanced technology not only will not hurt our principle of self-reliance, 
but can actually improve our ability to be self-reliant. If we can master 
and absorb the advanced technology we import from other countries and 
rigorously improve on it to gradually build our own technological setup, then, 
is it not true that we can even improve our ability for self-reliance? 


There are many countries in the world that developed--under certain inter- 
national conditions--by taking the road of importing and absorbing advanced 
science and technology. Japan has made considerable achievements on this 
path. If Japan had closed its doors and tried to work on technology on its 
own starting from scratch, it would have taken a much longer time for it to 
develop; and the investment needed for scientific research and experiments 
would have been greater. From the point of view of minimizing the time 

spent for research and saving on experiment expenses, the systematic impor a- 
tion of advanced technology from other countries will be the most economical 
way. 
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The importation of whole plants is one way of importing technology. But 
this method is only used by countries only during the early period of 

their industrialization, If this is done continuously, there will be a 
great waste in capital and a duplication of imported equipment resulting 

in a lack of proper protection for the domestic machine industry and 
increasing technological dependency. Then it will be difficult for domestic 
self-reliant people to grow. Therefore, we must gradually move away from 
impor t whole plants to primarily importing technology. Furthermore, when 
doing .1.6, we must start from what we already have and make full use of 
existing factories, mines and enterprises to integrate the imports of new 
technology with developing existing production. We must also take into 
consideration the overall balance of the national economy, the availability 
of foreign exchange for repayment and the domestic capacity for capital 
construction investment and the ability to assemble equipment. If not, it 
will put the state, the localities and the enterprises in a passive position 
politically and economically. 


We should not on’ import advanced science and technology from abroad but 
also learn advanc. experiences in administration and management from other 
countries and th s acrease the efficiency of enterprises to make them able 
to achieve the most ecinomical results with smaller investment and waste. 


The importation of advanced technology and advanced administration and 
management skills is not a temporary thing. Even atter we achieve the four 
modernizations in our country, such importations will still continue to 
depend on the prevailing conditions. 


IV. Prospects for China's Economy in the 1980's 


After talking about the formula for Chinese-style modernization, its basis 
and the problems of importing technology, I will now talk about the pros- 
pects for China's economy in the 1980's. 


In the 3-year period starting from 1979, China is in the period of "readjust- 
ing, restructuring, consolidating and improving." This is the first battle 
for four modernizations after the shift in the work focus of the whole party 
and the whole country. But readjustment actually did not start until the 
second half of 1979. Therefore, the completion of the work of "readjusting, 
restructuring, consolidating and improving" will most probably extend to 
1982. Thus, the Chinese economy in the 1980's can be divided into two 
periods: First, from 1980 to 1982 and then from 1983 to 1989. At this 
point, let us talk about the function of readjustment in the first 3 years 
and its possible effects. 


{HK241628] First and foremost in readjustment work is to strive for a new 
overall growth in our country's agriculture, forestry, animal husbandry, 
sideline occupations and fisheries, as well as a considerable growth in the 
light and textile industries. We must strive for a marked improvement in 
the economic results of industry and transportation by strict enforcement 
of the poiicy of "increase production and practice economy" in terms of 
energy and raw materials. We must control investments for capital 











construction, reduce the number of construction projects and strengthen 
Management of capital construction to make the scale of construction com- 
patible with the resources and financial capability of our country at 
present. We must take measures to expand exports and make full use of 
technology, equipment and capital available abroad through various ways. 

We must continuously increase the average income of our peasants from the 
collective and the average wages of employees, and arrange for the liveli- 
hood of those awaiting employment in cities and towns. Together with these, 
we must also strengthen tie weak links, such as science and technology, 
education and health, environmental protection and urban development. 


Generally speaking, the emphasis of the party and the state has been placed 
on readjusting the proportional relationship between accumulation and con- 
sumption, industry ard agriculture, production and capital construction, 
tapping unused potentials and starting new projecis. Aficr a year's hard 
work in 1979, there have been initial results in the readjustment of the 
proportional relationships among the different aspects of the national 
economy. Take, .or example, the relationship between accumulation and con- 
sumption. Because of the raising of prices of agricultural and sideline 
products, both production and income have grown in the sector of agricul- 
tural production in most areas. This increased the enthusiasm of the 

great masses of peasants for socialism and promoted the development of 
agricultural production in various places. Due to the expansion of the 
scale of employment, the raising of wages of 40 percent of the workers and 
the readjustment of some salary classification, the wages of workers all 
over the country have increased substantially compared to 1978. Therefore, 
the proportional relationship between consumption and accumulation has 
undergone a marked improvement. That is to say, the proportion of consump- 
tion has increased while that of accumulation was reduced correspondingly. 
Readjustment work will go on this year. The proportion of cunsumption in 
the national income might rise to over 70 percen- while that of accumula- 
tion might be reduced to less than 30 percent. The proportional relation- 
ship between accumulation and consumption is the most important one among 
the various aspects of the national economy, because the rational readjust- 
ment of this relationship will have direct and indirect repercussions on 
the relationship between production and daily needs, industry and agricul- 
ture, light and heavy industry, production and capital construction and other 
areas. 


Readjustment is the most crucial thing. But it is closely related to re- 
structuring, consolidating and improving. Restructuring pertains to the 
overcentralization of the economic system. The main task in restructuring 
at present is to expand the financial power of the localities and the de- 
cision-making power of enterprises, and reorganize industries and open up 
various types of enterprises according to the principles of specialization 
and coordination. There are 350,000 industrial enterprises in China today. 
It would be very difficult for the central authorities to control them all; 
and even if centralization is possible, it wouid be very difficult to 
arouse the initiative of the localities and enterprises under such a setup. 
Consolidation refers to those enterprises with irrational production order, 
and those whose products are not saleable, have low quality, are unreason- 
ably priced and which have been losing money for a long time. Enterprises 
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that cannot really be reformed will have to be closed down, absorbed by 

other enterprises or go into other lines of production. Readjustment, 
reatructuring and consolidation will mean improving the levels of technology, 
management skills and productivity in various degrees, Then, this will lay 

a firm foundation for the last 7 years of the 1980's so that China's 
socialist modernization can make big strides torward. 


After 3} years of readjustment, the following scenario will characterize 
the last 7 yeare of thie decade: 


Ll. In agriculture, which is the foundation of the national economy, the 
previous phenomenon of one-sided emphasis on grain crops will be overcome. 
With regard to planting area, land devoted to grain crops will be reduced 
to less than 80 percent; while the area for economic and other crops will 
be increased to over 20 percent of the total cultivated land depending on 
conditions in different localities. The reduction of land area devoted to 
grain crops does not mean a reduction in grain production. We will expand 
the irrigated areas in line with local conditions, raise the level of 
mechanization and electrification in grain production, increase the supply 
of chemical fertilizers and agricultural chemicals, and thus increase per 
unit grain output. [HK241638] It is estimated that by the end of this 
decade, total grain output will surpass 800 billion jin. At the same time, 
after the readjustment of the proportional relations of forestry, animal 
husbandry, sideline occupations and fisheries with agriculture, there will 
be a proportional increase in production in these sectors. According to 
1978 statistics, the ratio of the total output value of forestry, animal 
husbandry, sideline occupations and fisheries compared with agriculture 
(including grain and economic crops) was 32.2 to 67.8. This denotes a 
lopsided economic structure in agriculture, and reflects a disequilibrium 
in the ecological system. In the present 3-year period of readjustment, 
this lopsided agricultural setup has started to change. In the last 

7 years of the 1980's we will continue in our advance to enable Chinese 
agriculture to have integrated development and rational coordination and 
to better synchronize methods of biochemical technology and engineering 
technology in agriculture to have a good balanced ecological system. 


2. In industry, we will eliminate the previous practice of one-sided 
emphasis on iron and steel production. It is impossible to achieve socialist 
modernization without developing the iron and steel industry. But if we 
do not produce in iron and steel a complete range of varieties of good 
quality iron and steel, and only produce ingot iron destined for the ware- 
houses, then the industry will be an unbearable burden for the achievement 
of socialist modernization. In the 3-year period of readjustment, there 
will not be much growth in iron and steel production, but there will be 
marked improvement in variety and quality. By the end of the 1980's, it 
is possible that steel production will double that of the present. With 
regards to energy, due to the fact that readjustments have to be made in 
the exisiing mines and oilfields, growth in production will not proceed 
too rapidly in the next few years. But in the last 7 years of the 1980's, 
after internal readjustments have been made and the amount of investments 











have been increased, productivity will certainly grow at a relatively fast 
pace. It is totally possible that coal production will grow by 100 or 

200 million tons compared to the present production capacity, while oil 
production will grow by tens of millions of tons or even double the present 
production. As to the relations between light and heavy industry, the 
present readjustment has considerably changed the previous phenomenon of 
placing imporvan*te on heavy industry and neglecting light industry. In 

the last 7 years ot the 1980's, there will be great development in light 
industry and textile industry. Naturally, the direction of this develop- 
ment will still be diversification of varieties and improvement of quality. 


3. After the restructuriny of the economic system, the bureaucratic mode of 
management of state enterprises wherein they do not have to take responsi- 
bility for profits and losses and can always draw resources from the state 
coffere will certainly be eliminated, Inasmuch as enterprises will have 

to shoulder economic responsibilities for profits and losses, then each 
enterprise will have to strive very hard to make their commodities sell in 
the market. Under such conditions, competition between enterprises will 
naturally occur. basing on what had been said here about regulation by 
planning and regulation by market mechanism, competition will not only exist 
in the area of circulation, but also in the area of production. Who will 
be able to prevail in competition? The answer is simple: those whose 
products are in line with the demands of the market, whose product designs 
are fashionable, quality is good and cost of production is low. It seems 
that competition among commodities in the realms of circulation and produc- 
tion will gradually unfold following the accomplishment of restructuring 

of the economic system. In the 3-year period of readjustment, this situa- 
tion will occur. In the last 7 years of the 1980's, competition among 
enterprises will become more vigorous. This sort of competition should not 
be confused with capitalist competition, but should be regarded as a lever 
that will continuously push the production and management level of enter- 
prises forward, because those involved in the competition are not capitalist 
enterprises but socialist enterprises under state ownership or collective 
ownership. 


4. Importation of advanced technology from abroad began in the past 2 years. 
The total value of technology imported in 1978 was equivalent to the sum of 
technology imported in the preceding 30 years. In order to achieve socialist 
modernization faster and better, the scale of import of foreign technology 
on the premise of self-reliance will gradually expand. That is to say, in 
the last 7 years of the 1980's, the scale of yearly technological imports 
will be much larger than that of 1978. Of course, the imports of technology 
are limited by certain factors. The limitations we are talking about refer 
to domestic capacity to absorb new technology and the availability of 
foreign exchange for repayment of import costs. In order to earn more 
foreign exchange to pay for the importation of new technology, we must 
strive to expand exports anc develop tourism in our country. In these 
sectors, we have a lot of potentials. Therefore, in the last 7 years of 
this decade, foreign trade and tourism will greatly develop compared to the 
past few years. 
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[HK241 ‘6] In the 1980's, our country's socialist modernization will forge 
ahead by leaps and bounds. With this, our relations with many countries 
with advanced science and technology will also develop by leaps and bounds. 
The emergence of a prosperous and strong socialist China in the world is 
compatible with the common interest of all peace-loving countries and people, 
and beneficial to the international forces ogainst expansionism and 
aggression. Thus, the cause of China's socialist modernization will receive 
the attention and support of ali peace-loving countries and peoples. As 

for Hong Kong, we not only attach a great deal of importance to its economic 
functions, but also its functions in technological imports. I believe that 
our compatriots in industrial and commercial circles in Hong Kong and Macao 
and friends from various countries will make all types of contributions to 
China's modernization. 


To bring the level of modernization of China's agriculture, industry, 
national defense and science and technology on par with prevailing world 
standards by the end of this century is not an easy task. On the road ahead 
of us, we will encounter different kinds of problems. But under the guidance 
of the correct line of the party, under a situation of stability and unity 

in the whole country, through the show of concern and support of friendly 
countries and countries with advanced science and technology, we wiil be 
able to surmount all difficulties. Thank you, friends! 


Seminar on Economy 
[HK210745] Hong Kong WEN WEI PO in Chinese 9 Mar 80 p 5 HK 


[Summary speech by Xu Dixin [6079 3321 2450) delivered at the "Seminar on 
China's Economy in the 1980's" held in Hong Kong on 7 and 8 March 1980] 


[Text] Ladies and gentlemen: 


Thanks to the wholehearted support given by all of you, the “Seminar on 
China's Economy in the 1980's" has ended with great success. It is en- 
couraging that the participants have been active in raising many questions. 
All this shows that you are fully concerned about the development of China 
in the 1980's. So on this occasion I would like to express my gratitude 
and extend a warm welcvume to you. The chairman has now asked me to make 

a concluding speech but the time is too pressing for me to answer many 
questions. I can «nly give a brief explanation. 


The seminar on China's economy was attended not only by representative 
figures of Hong Kong industrial and commercial circles, English, American, 
Japanese and other foreign friends who are running businesses in Hong Kong, 
but also by foreign friends who have made special efforts and traveled a 
long distance from 17 countries to come for this meeting. Though the 
seminar has not been large in scale--vay some 200 participants--it has been 
international. We have been very glad to have met many old friends in 
Hong Kong. To our greater delight, we have been able to know and get in 
touch with new friends from many countries. 
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Politics cannot be separated from economics since both are closely related, 
Practice has proven that without political stability, you cannot begin to 
talk about developing the economy or expanding economic relations with 
other countries. Judging from the viewpoints of historical materialism, 

we call this the reaction of the superstructure on the economic base. When 
[ was lecturing in the United States last year, some economists, professors 
of economics and scientists raised a similar question: China is striving 

to realize the four modernizations, but will her political line, economic 
policies and the leading echeion of the state remain stable? If China's 
political situation is unstable, her economic policies will remain changeable, 
When China wants to introduce advanced technology, get loans from abroad and 
engage in joint ventures or compensation trade, people will have to consider 
whether it is safe * d sound to invest in China. Therefore, the question 
raised by the American {friends- is entirely reasonable. How can you make 
people invest if there fs no stability or safety? It seems that many 
attendants of the seminar have such misgivings. In fact, the answer to this 
question is quite definite and was made even more definite and clearer by 
the recent Fifth Plenum of the Chinese Communist Party Central Committee. 
The resolutions adopted by the fifth plenum have, politically and organiza- 
tionally, provided more reliable assurance for developing the situation of 
stability and unity throughout China. The proof for that can be found in the 
election of two more members to the party Politburo Standing Committee and 
the establishment of the Central Committee Secretariat. In addition, there 
was the dismissal of comrades Wang Dongxing, Ji Dengkui, Wu De and Chen Xilian 
from their leading posts in the party and the state. This shows that the 
political situation in China is very stable. What part Wang Dongxing and 
the three other comrades had played in the counterrevolutionary activities 
of Lin Biao and the "gang of four" in usurping party and state power during 
those 10 years are well known to the Chinese people. If they were allowed 
to retain party and state power, it would be difficult to safeguard the 
stability and unity in the whole country and its modernization. The resolu- 
tions adopted by the fifth plenum reaffirms that so long as the whole 
country remains stable and united, China will succeed in realizing the four 
modernizations by the end of this century. Therefore, when our friends 
want to get involved in joint ventures or compensation trade with China, 

we can confirm that as far as the political development is concerned, there 
will be no risks. 


China is a country with a population close to 1 billion people and an area 
covering 9.6 million square kilometers, rich in mining resources. Accord- 
ing to figures published by XINHUA, the exploration of coal deposits by 
the end of 1979 was more than 600 million tons. In Shanxi Province alone, 
it reached over 200 billion tons. This is only a part of the national coal 
deposits. According to the results of geological surveys over ti.> past 

10 years, iron deposits in China are currently as much as 440 billion tons, 
with a part of the deposits not even yet prospected. Though we do not 
have the accurate and comprehensive figures for oil reserves, there are 
bright prospects for the exploration of crude oil in the continental shelf 
along the Nanhai, Dunghai and Bohai. The same is the case in Qinghai, 
Xinjiang, central China and northern Jiangsu. Having implemented the 
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policy of simultaneously developing farming, forestry, animal husbandry, 
sideline occupations and fisheries, we can afford to increase the export 
of special local products. On the basis of the development of agriculture, 
the purchasing power of the Chinese people will certainly rise steadily. 
This will benefit not only the further development of China's industry and 
agriculture but also the trade of friendly countries with China. It can 
be said that China is a fairly vast market in the world. Is not a market 
with a 1 billion population a vast market? It certainly is. Along with 
the development of socialist modernization, the purchasing power of this 
market will be enlarged, which will benefit the export of technology, 
capital and commodities from our friendly countries. But on our part, we 
will export many more commodities. Imports and exports must be balanced 
and promoted by both sides. We cannot attach importance to importe and 
ignore exports or vice versa, They should be balanced. When I was in 

the United States last year, some friends asked me: "In developing 
economic relations with foreign countries, does China give any priority 

or prefer one country to another?" "No," I said, “there is no such arrange- 
ment.’ The degree of development of economic relations between China and 
any other country depends on both sides rather than just one. Therefore, 
we are glad to see friends from friendly countries make their best efforts 
to promote economic relations with China. 


[HK210750] From 1979 to 1982, China will be devoted to carrying out the 
eight-character policy of readjusting, restructuring, consolidating and 
improving its national economy. In so doing, we can bring into ‘ull play 

the role of 350,000 enterprises already in existence in China today. Of 
course, a few badly-managyd enterprises which have produced inferior products 
an’ have shown deficits over a long period must stop operation or be closed 
down but most will improve after consolidation and restructuring. As a 
matter of fact, the improvement of enterprises is related to the import of 
technology, joint-production and loans from abroad. 


It is understandable that many of you have paid great attention to the 
announcement of the law on joint ventures and have shown great concern over 
the specific regulations of the law, such as the problems of income tax, 
the contract period of a joint venture, the registration procedures and 
company law. To carry on the four modernizations, we are trying our best 
to soive these specific problems as soon as possible. Otherwise, it would 
be very difficult to deal with importing technology and arranging loans 

and joint ventures. It goes without saying that we are also greatly con- 
eerned about these problems. Since China lacks experience in this field, 
the problems must be considered carefully to protect mutual interests. 
Therefore, a lack of careful consideration will do harm to both China and 
many friends who invest in China. Needless t: say, we must not use this 
pr:text to leave the problems unsolved. The departments concerned in 
China are now studying the matter seriously and heeding opinions from all 
sides. Some friends have asked why we did not make the drafts open so they 
could make comments or suggestions. I think this is a good idea, but 

the drafts must be presentable when it is published. Our friends abroad 
are greatly concerned about this problem, as are we. Many of you are 

very anxious. Frankly speaking, so are we. 
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Before Liberation, the Chinese people's attitude toward foreign investments 
was different from what they are now, Before liberation, the Chinese 

people were against foreign investments. I was one who opposed investments. 
Today, foreign investments are welcome, Are we contradicting ourselves? 

No, it is that the situation has changed. Before liberation, foreign invest- 
ments were employed on the basis of unequal treaties, harmful to our 
sovereignty. Patriotic Chinese were then certainly against them, The 
situation has now changed. All the loans, joint ventures and the importing 
of technology are promoted on the basis of equality and mutual benefit. 

In so doing, we do not bring harm to our sovereignty. There is certainly 

no reason for a patriotic Chinese to oppose foreign investments. In develop- 
ing economic relations with other countries, we stick to the principle of 

not harming our sovereignty. Therefore, the joint ventures and the 

importing of technology are fully supported by people throughout the country. 


Comrades Mao Zedong and Zhou Enlai taught us that the principle of founding 
our country is to mainly rely on our own efforts. Is the importing of 
technology and foreign capital in contradiction with self-reliance? If 

we are good at using the foreign capital and digesting the advanced tech- 
nology, we can strengthen the force of self-reliance. Comrades Mao Zedong 
and Zhou Enlai told us long ago that self-reliance does not necessarily 
mean rejection of foreign aid. Therefore, the economic relations with 
foreign countries are a supplement to self-reliance and a condition for 
strengthening it. 


China is carrying out reforms in her economic system. Our original system 
was copied from what had been done in the Soviet Union in the days of Stalin. 
The lst 5-Year Plan was based mainly on the Soviet pattern. It was charac- 
terized by high centralization while the jurisdiction of local authorities 
and enterprises, especially the decision-making authority of enterprises, 
was greatly restructured. After transferring power to a lower level, the 
decision-making authority o localities and enterprises was extended 
accordingly. With provinciul governments and enterprises given more 
autonomy, will there be chaos or will each go his own way? On this we 

have learned two lessons in the past 30 years since liberation: one in 
1958 and the other during the 10-year period of the cultural revolution. 
With them still fresh in our mind, we hope that in reforming the economic 
system, a great dea) of caution will be taken to avoid as far as possible 
any major chaotic situations. But China is a vast and complex country and 
all the plans are being worked out in line with different situations in 
different places. We cannot treat matters in different localities in exactly 
the same way. Special economic zones have been set up in both Guangdong 
and Fujian, with certain differences in approach being permissible. There 
are differences between special economic zones and nonspecial ones. Since 
there are differences in approach, it is natural that there will be contra- 
dictions. Consequently, this might lead to various degrees of chaos. 
However, it is hoped that in the course of practice certain unified guide- 
lines will grow out of comparing those differences. The party Central 
Committee and the State Council have been paying great attention to the 
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coordination of the contradictions between the central authorities and the 
provinces and those between provinces or various departments. We are 
convinced that while small chaotic situations, which are easy to resolve, 
can happen, major ones can be avoided, 


People are very interested in special economic zones which began to emerge 
in some countries in the 1960's and became a way of strengthening economic 
activities with other countries. Of course, each special economic zone 
will have its own peculiarity in approach. What is called the Chinese 
special economic zone is a place where appropriate conditions, allow certain 
areas of land to be set aside and a more open approach adopted than in other 
inland areas. Therefore, in the special economic zones, we can cooperate 
with foreign capital or encourage it to invest in industry, commerce, 
service trades and public utilities. [HK210755] The term special economic 
zone is used because it is a comprehensive special zone. Foreign friends 
are welcome to invest in the special economic zones. Among the profession- 
al services, undertakings and enterprises in which our foreign friends 
have come to invest, some are capitalist and some are state capitalist in 
nature. All the economic activities in the zones must abide by Chinese 
law. The investors' legitimate rights will be given legal protection. As 
you know, China is a socialist state. Does setting up special zones mean 
that China has put the clock back? The fact is that although China has 
established the ownership by the whole people and the collective ownership 
of the means of production throughout the country, it is now setting up 
special zones to attract foreign capital to run enterprises which are of 
capitalist or state capitalist in nature. In appearance, does this mean 
that China has carried out a retrogressive policy? This viewpoint seems 

to be reasonable and yet it is judged only from appearance. In reality, 

it is not so simple a question. The employment of foreign capital is, 

in fact, a supplementary form of socialist economy. It is advantageous 

to speeding up the realization of socialist modernization because it can 
accelerate the speed of modernization, promote the development of productive 
forces and strengthen the basis of China's socialist economy. This concept 
is nothing but the integration of Marxism-Leninism with current concrete 
conditions in China. The public ownership of the means of production has 
neither been abolished nor the basic principles of Marxism negated. So, 
how can it be said that we have revised Marxism-Leninism? 


Will Hong Kong be affected by the special economic zones in Guangdong? 
Certainly. But the problem is which kind of effect it will produce. Some 
30 years ago, I lived in Hong Kong for 5 and 1/2 years. But when I returned 
to Hong Kong, I could hardly recognize it. This shows that Hong Kong 

has grown rapidly over the past 30 years and will further develop in the 
future. Although an economic recession occurred in some Western countries 
last winter, there was no sign of it in Hong Kong. However, this does not 
mean that there are no contradictions existing in its economy. High 
interest rates and high income taxes are among some contradictions which 
greatly affect this territory's industrial and commercial business. The 
establishment of special economic zones in Guangdong will extend better 
cooperation with Hong Kong's economy. Mutual cooperation is thus badly 
needed. Some industrial development in the Guangdong special economic 
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zones may be similar and some may be different to Hong Kong's. Both China 
and Hong Kong need to develop service trades and public utilities. Some 
projects will require more land and a greater supply of manpower. In this 
case, it is better to invest in the special economic zones than in Hong Kong. 
Along with the growth of the special economic zones, some industries will 

be developed. Undoubtedly, this development will forge more kinds and 
better cooperation with Hong Kong's economy. 


Some friends have asked, "What is the attitude of the Chinese Government 
toward the establishment of a China desk in the Hong Kong Government 
Secretariat?" I cannot answer this question on behalf of the Chinese Govern- 
ment but as far as I an concerned, setting up this new organization which 
aims at strengthening mutual relations as well as promoting communications 
and friendship, can help solve conflicts and develop the economy, this 

useful for the development of both sides. 


To realize the four modernizations, we must strive to expand our foreign 
trade and develop the tourist industry because the import of new technology 
and equipment needs to consider the capacity of repayment in foreign 
currency. To expand the export trade and tourist industry is the important 
source for earning more foreign currency. We welcome the recent resolution 
passed by the U.S. Congress on providing China with most-favored-nation 
status. With the most-favored-nation status granted to China, Sino- 
American trade will grow rapidly year after year. Our economic relations 
with Japan and other Western countries will to a varied extent be developed 
as well. In the meantime, we would like to express warm welcome to those 
countries which have greatly promoted their economic relations with China. 


Ladies and gentlemen: The seminar on China's economy in the 1980's sponsored 
by the Hong Kong Economic Information Agency wil) conclude soon. On behalf 
of the economic delegation, I would like to express our gratitude to the 
Chingchi Taopao [Economic Information] to Comrade Wang Kuang, director of 

the Hong Kong branch of the XINHUA News Agency, and other comrades, friends 
of Hong Kong industrial and commercial] circles who attended the seminar and 
those friends who have traveled a long distance from 17 countries. Thank you. 


CSO: 4006 
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NATLONAL ECONOMIC POLICY 


ECONOMIST COMMENTS ON ECONOMIC DEVELOPMENTS 
HK241120 Hong Kong WEN WEI PO in Chinese 9 Mar 80 p 5 HK 


[Speech by Gu Nianliang [0657 1628 5328] delivered at the "Seminar on 
China's Economy in the 1980's" held in Hong Kong on 7 and 8 March 1980] 


[Text] Biographic Note on Gu Nianliang 
Present positions: 


Guest associate researcher of the Institute of the Chinese Academy of 
Social Sciences; editor and reviewer of the ZHENGZHI JINGJIXUE CIDIAN 
[DICTIONARY OF POLITICAL ECONOMY]. 


Major former positions: 


Worked in the economic section of the XINHUA RIBAO [NEW CHINA DAILY] 
during the war of resistance; manager of the XIANDAI JINGJI TONGXUN 
[MODERN ECONOMIC NEWS AGENCY] in Shanghai during the war of liberation. 
Chief editor of CHINGCHI TAOPAO [ECONOMIC REPORTER] in Hong Kong (1949). 
After liberation, worked for a long time doing financial and economic 
work in Guangzhou. Head of Guangzhou Municipal Bureau of Finance and 
concurrently vice chairman of Guangzhou Municipal Financial and Economic 
Committee. 


Major works: 


1. "Why Transform capitalist Industry and Commerce: (1954). 

2. “A Brief Annotation of the lst 5-Year Plan" (1953). 

3. Economic articles published in the QUNZHONG [MASSES]magazine in 
Chongqing (1945-1946), HUASHANG BAO [THE CHINESE COMMERCIAL DAILY], 
and in CHINGCHI TAOPAO and TA KUNG PAO, and so forth in Hong Kong 
(1947-1949). [end biographic note] 


Mr Chairman: 
Ladies and gentlemen: 


I am delighted and honored to be invited by the CHINGCHI TAOPAO SHE 
[ECONOMIC REPORTER AGENCY] to come to Hong Kong for this visit. Today 
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we are here to have a happy get-together with many old and new friends 
and to exchange views on some economic problems of common interest. I 
worked in Hong Kong fer several years before 1949, and the place has 

left a very deep impression on me. Now after 30 years, I return to find 
that Hong Kong has taken on a completely new look. I cannot even recog- 
nize many places that were familiar to me. I think there are many things 
we should learn from the economic development of Hong Kong over the past 
30 years. 


Today 1 would like to tell our friends something about our country's 
position on technology imports. International exchanges of science and 
technology date back to ancient times. Science and technology know no 
boundaries and do not differentiate between nationalities. They are the 
common wealth of mankind gathered in scientific practice and productive 
activities. In the history of the world, if a certain country which was 
once advanced in science and technology falls behind and stagnates, it 
allows other countries to catch up and surpass it. Before the 13th or 
14th century, over a rather long historical period, our country led the 
world in the fields of science and technology. Paper making, printing, 
the compass and fire powder were all invented by China and gradually 
spread to the West. For various reasons, our country's science and 
technology stagnated and fell behind for a long time. As shown in the 
recent history of the development of capitalism, all the developed 
countries owe their achievements to a massive absorption of science and 
technology from abroad. Britain was the home of the industrial revolution. 
It was the first country to embark on the capitalist road and realize 
industrialization. Before the 17th century, it had invited many famous 
scholars from the continent to give lectures in Britain and sent a large 
number of British people from various walks of life to study there or to 
learn technological skills in some handicraft workshops there. This can 
be regarded as a kind of import of science and technology in the early 
period. It was James Watt who invented the steam-engine, but his success 
was, in fact, largely attributable to basic groundwork done by the German 
scientist Leibnitz, the British scientist Bovle and scientific and 
technical workers of various West European countries. Just as Engels 
pointed out, the steam-engine was the first genuine international 
invention. To date, both developed and developing countries all have 

to introduce advanced technology from abroad and many countries, further 
develop and raise it to a higher level after introducing and digesting 
it. This state of affairs is well known and not unprecedented. With the 
progress of human civilization and the constant development of science 
and technology, the scientific and technological exchanges between nations 
will no doubt increase in frequency, depth and scale. But in our country 
when Lin Biao and the "gang of four" were on the rampage, a "closed door" 
policy was adopted, various fallacies were concocted and different accu- 
sations were hurled at our country's technology import and foreign trade 
work. Due to their sabotage, we suffered a lot. It was only after the 
toppling of the “gang of four” that we were able to march forward again. 
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In order to give you a fuller view of our country's technology imports, 
I would like to recall briefly what we have done in this respect over the 
past 30 years since the founding of new China. 


Right from the beginning of the republic, we followed the policy laid down 
by Chairma: Mao Zedong and Premier Zhou Enlai and employed foreign invest- 
ment and ir roduced advanced technology on the basis of independence and 
self-relian.e. For the sake of explanation, I will divide the period 

into several stages in accordance with their respective characteristics: 


The first period was the 1950's. We started carrying out the lst 5-Year 
Plan after 3 years of restoring our national economy. From the period 
of the lst 5-Year Plan right through to the end of the 2d 5-Year Plan, 
our country introduced 400 projects centered around 156 major projects 
rrom Stalinist Russia and the East European countries including metal- 
lurgy, machine building, automobile, coal, petroleum, electricity, 
telecommunications and chemistry. To lay the initial foundation for our 
country's industrial development, for instance, the Changchun Automobile 
Plant and the Anshan Steel and Iron Company were built at that time and 
then enlarged and expanded. 


The second period was from 1962 to 1968. The trade between China and the 
Soviet Union and East European countries almost came to a standstill. 

In September 1962, we began negotiating with Japan for two sets of 

vinylon equipment. Before long, we imported more than 80 projects from 
more than 10 West European countries in the fields of petroleum, chemistry, 
metallurgy, mining, sophisticated electronic equipment and machine building. 
Many of these projects were not completed according to plan owing to the 
sabotage of Lin Biao and the "gang of four." Take the import of the 
technology for truck manufacture from West Europe, for example. The actual 
output reached only one-tenth of the original plan because of their 
sabotage, which caused us great losses and also stopped our introduction 

of technology. 


The third period was from 1972 to 1977. At the beginning of 1972, under 
the care of Chairman Mao and Premier Zhou, our country again started to 
import technology. First of all, we introduced four complete sets of 
chemical fiber equipment. These were, in fact, four big combined 
enterprises, and their import played a positive role in the development 

of our chemical fiber industry. In August of the same year, we got 
permission to import 1.7 meter sheet rolling mills for the Wuhan Iron 

and Steel Company. The contracts for more than 200 projects were signed 
with Japan, West Germany, Britain, France, The Netherlands, the United 
States and other countries. For instance, the 13 300,000-ton synthetic 
ammonia chemical fertilizer plants and the 300,000-ton polyvinyl plant 

and its four affiliated sets of equipment belonging to the Beijing 

Yanshan Petrochemical General Corporation were imported at that time. 

The introduction of technology in this period was also frequently subject- 
ed to interference and sabotage by the "gang of four." Even for a period 
after the "gang of four" was smashed, the introduction of technology still 
failed to develop smoothly. 
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(HK241132] The year 1978 saw the beginning of the fourth period. In 

1978 alone, China signed about 1,000 contracts with many countries. 

Never before, since the founding of new China, had we imported so many 
projects on such a large scale and of such a wide range. Some of those 
imports were complete sets of equipment, and some were just key parts of 
it. In 1979, the eight-character policy, namely "readjusting, restructur- 
ing, consolidation and improving" was adopted for our national economy. 
Appropriate readjustments were made with regard to the import of technology. 
In the past 2 years, the foreign currency we spent on the import of tech- 
nology in terms of the constant value, far exceeded that of any of the 
previous periods. It would be true to say that 1978 marked the beginning 
of a new period in the import of technology and use of foreign investment 
by our country, and this is not merely in terms of the quantity, but, 

above all, from the point of view of the situation and the policy and 
measures adopted by us in this respect. We have broken away from the 
various unreasonable restrictions imposed by the "gang of four.” We have 
expanded our scientific and technological exchanges with the outside world. 
Foreign experts, scientists and technicians have been invited to China to 
give lectures and exchange experiences with us; and we have sent specialists 
abroad to give lectures, to investigate, to visit and to study. Students 
have also been sent to West Europe, North America, Japan and other 
countries. The number of persons involved, the wide scope and the fre- 
quency of exchanges are unprecedented in our country. 


In the year 1979, while carrying out the eight-character policy to develop 
the national economy, "the law of the People's Republic of China on joint 
ventures using Chinese and foreign investment" (simplified as the “law on 
joint ventures") was promulgated. The Foreign Investment Commission, the 
Import and Export Commission and the China International Trust and Invest- 
ment Company were set up. Furthermore, the decision was also made to 
adopt special policies and flexible measures in Guangdong and Fujian and 
to assign Shenzhen and Zhuhai in Guangdong Province as special experi- 
mental zones for processing exports. The measures mentioned above, 
particularly the promulgation of the "law of joint ventures," have aroused 
considerable attention. Some foreign friends consider this is "a break- 
through"; "policy formulated in the shape of law and an undertaking which 
opens the door to foreign investment." Since the promulgation of the "law of 
joint ventures," as far as I know, foreign companies, enterprises and 
individuals from more than 20 countries and regions, including our com- 
patriots from Hong Kong and Macao, have come for discussions on joint 
enterprises, involving more than 100 projects, some of which are very large 
scale, in industries such as metallurgy, chemicals, electronics, light 
industry, textiles, automobile, rubber, engineering, electric power, 
agriculture and animal husbandry, petroleum exploration, tourism and 

other service trades. Since joint ventures are a topic of general concern 
to all our foreign friends, I would like to say a little more about them. 








Indeed, quite a number of foreign friends and compatriots from Hong Kong 
and Macao have come for talks, but progress has not been that impressive. 
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This is mainly because the "law on joint ventures" was not followed up 

in time by other necessary decrees. The "law on joint ventures" merely 
sets out the principles relating to the major aspects of jutnt ventures, 
leaving detailed, specific regulations for their implementation still to 
be worked out. Therefore, a lot of questions have been raised by foreign 
friends. For instance, the question of pay scales, how much should it be? 
Since the development of our productive forces and the cost of living are 
both still at a relatively low level, the wage scales in joint ventures 
[words indistinct] those of the same trades in Hong Kong. But on the 
other hand, the advanced technology adopted by a joint venture requires 
that the workers should be better educated and more skilled than those 

in the same job at lome., Therefore, they should also be paid accordingly. 
As to exactly how much lower than Hong Kong and higher than at home, it 

is difficult to present a uniform formula. It should be decided through 
negotiations according to the actual conditions in each enterprise. As 

to the methods of recruiting workers, I think it is compatible with our 
country's present actual conditions to go through a process of recommen- 
dation by the labor departments, examination by enterprises and selection 
according to ability. Because in a planned socialist economy like ours, 
labor planning is an integral part of the national economy, and centralized 
assigning of the labor force constitutes an important part of labor 
planning, some people are worried; what if no one can meet the requirements 
after the checkup made by enterprises among those recommended by labor 
departments? The answer is very simple, recommend some others for 
examination. I believe the problem can be solved after repeated recommenda- 
tions and examinations. Meanwhile, it is to be noted that our country 
represents one side of the joint enterprises. Our labor departments just 
like the enterprise authorities, are also concerned about the interests 

of the enterprises, and thus will do their best to make sure that the joint 
enterprises employ competent workers. Besides, the enterprises themselves 
can run various training courses and staff schools to satisfy their own 
needs. The enterprises should also lay down necessary rules and sign 
labor contracts to mete out discipline to violators ranging from warning 

to dismissal. In case there are more workers than needed due to improve- 
ment in technology or reduction of production, dismissals are justified 
according to the contract. Of course, workers can also tender their 
resignations as stipulated in the contract. There are still shortcomings 
in our present labor and wage system. The main reason is that the 
principle of "to each according to his work" has not been properly carried 
out and, therefore, the initiative and creativeness of the workers and 
staff have not been fully brought into play. During the present period 
when we are undergoing a reform in the system of our national economy, 
corresponding reforms should also be carried in the labor and wage system. 
Some economic theoreticians consider that within the framework of the 
state's plan for labor, workers should be given a certain amount of free- 
dom in choosing their jobs. In this way, the principle "to each according 
to his work" can be implemented, and the initiative and creativeness of the 
workers be fully brought into play for the benefit of the development of 
the national economy. But since much is involved in the reform of the labor 
and wage system, a perfect system will only emerge from a process of continuous 
practice and improvement. 
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[HK241140] Another problem many friends are concerned about is the problem 
of income tax. What should be the income tax rate for joint ventures? 

Our yovernment adopts a very careful attitude toward this problem. In our 
view, the principle in fixing a tax rate should be, to facilitate the 
absorption of foreign investment while taking into account the tax rates 

in each country on a worldwide basis. For the moment, the departments 
concerned in our country suggest a rate in the region of 30 to 35 percent. 
This would be lower than those of Japan, the United States, Singapore 

and many West European countries, higher than that of Hong Kong and close 
to the rates of Thailand and Yugoslavia. At present, we cannot take a 

rate as low as Hong Kong's, since Hong Kong has its own special conditions 
and tradition. Besides, we are going to adopt measures of tax reduction 

or exemption in the light of the practice of other countries. For instance, 
in the first 2 or 3 profitmaking years, a company can apply for tax reduc- 
tion or exemption. When its profits pass a certain level, an excess 
progressive tax should be levied. These are my personal views about a 

tax law, and I am open to suggestion in this connection. 


About the contract period of a joint venture, the "joint-venture law" 
stipulates that it "may be agreed upon between the parties to the venture 
according to its particular line of business and circumstances." Many 
foreign friends consider it better to fix a time limit. But, because 
joint ventures differ from one another in the projects, business scopes, 
periods of construction and capital recovery cycles, it is better for 

tne contract period to be decided by the parties to the venture through 
consultation and then stipulated in the agreement and contract, rather 
than fixed by a uniform regulation. It should be done in accordance with 
the characteristics of the particular line ot business. For instance, 
shorter periods for light and textile industries, say about 15 years, 

and for heavy industry projects, about 25 years. For some enterprises, 
articles of termination may be figured out insteaa of contract pcriods. 


There are still many problems like this, which cannot be dealt with here 
individually. More important, I think, are the guiding thoughts which 

led to the promulgation of the "joint-venture law" in our country. All 
“he specific measures concerning joint ventures proceed from these guiding 
thoughts. 


Here I would like to give my personal views on the guiding thoughts and 
basic principles of the "joint-venture law." 


The first article of the law clearly sets out "the principle of equality 
and mutual benefit." I think this is an important, basic principle. 

The import of technology d employment of foreign investment is a major 
external economic policy -. ours. It is a long-term policy which 
necessitates "equality and mutual benefit." This principle will not only 
facilitate the development of our economy, but make sure that the other 
party also benefits from it. Otherwise, foreign businessmen will adopt 

a wait and see attitude and will hesitate to move a step forward. Mutual 














benefit means that the two sides cooperate on an equal-footing. If one 
side tries to gain an advantageous position and to impose it upon the 
other party or even reports to deceptive methods, the joint venture cannot 
last long though it may manage to hold together for a period, Mutual 
benefit means sincerity on both sides, equality, respect for each other's 
opinions and, what is more important, to give full play to the strong 
points of both sides, These are the basic requirements for the promotion 
of joint ventures. The two sides of the joint venture have to make full 


use of each other's good points so as to do a good job of running the 
enterprise, 


The second basic principle is to proceed from China's concrete conditions 
and at the same time to take international practice into consideration. 
The "joint-venture law" says that the Chinese Government protects, as 
stipulated by law, the resources invested by a foreign participant in a 
joint venture and the profits due to him...as well as his other lawful 
rights and interests. Some foreign friends consider it necessary to sign, 
on @ government level, investment guarantee agreements, industrial property 
right agreements and rent and tax agreements so as to avoid double taxa- 
tion by the governments of both sides. As far as I know, the departments 
concerned in our country are now studying the matter. We are prepared to 
discuss and sign such agreements with the countries concerned. In short, 
to promote foreign investment, we are prepared to take into consideration 
or comply with any international practices which do not harm our socialist 
system. 


Third, there is an even more important basic principle, namely, the 
principle of our country's sovereignty and economic independence. No 
regulation concerning the import of technology or employment of foreign 
investment must be allowed to harm our sovereignty or economic independence. 
The Hang-Yeping Company, founded by the feudal bureaucrat Zhang Zhidong 

at the end of the Ching Dynasty, became a raw material supply base for 
foreign capital and resulted in complete failure because it damaged the 
country's sovereignty and economic independence and also because of 
mismanagement. We should learn from this historical fact and today we 
would never allow such a thing to happen again. 


The principles mentioned above apply not only to the specified measures 
of joint ventures, but also to compensatory trade, the raw material 
processing industry, cooperative production, and so forth. These forms 
of importing technology and foreign capital also came into being in this 
period. Facts show that it is necessary for us to make use of various 
forms to promote the import of technology and the utilization of foreign 
investment. This work started in Guangdong Province in the autumn of 
1978, and in the year of 1979 alone, over 1,500 contracts of raw material 
processing and compensatory trade were signed between the province and 
foreign businessmen (most of them compatriots from Hong Kong and Macao). 
This played a positive role in promoting local production and revitaliz- 
ing the economy, especially after the decision was made in 1979 to make 
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Shenzhen and Zhuhal special economic zones many of our compatriots from 
the industrial and commercial circles of Hong Kong and Macao expressed 
their interest. At present, besidea Shenzhen and Zhuhai, the cities of 
Guangzhou and Shantou, as well as other districts in Guangdong Province 
such as Zhongshan, Nanhai, Fanyu Huaxian and Dongguan have all started 
material processing and compensatory trade, There is no doubt the 
forms of material processing, compensatory trade and cooperative produc- 
tion will also be applied to larger industries. Hong Kong is separated 
from Guangdong only by a atrip of water, and connected by a bridge with 
Shenzhen. It is also not far from Fujian Province. It is clear to all 
that the decision to adopt special policies and flexible measures in 
external economic activities in the two provinces will play a role in 
promoting the economic development of both parties, 


[HK241150}) To promote the import of technology and the utilization of 
foreign investment, we must expand our export trade. This is because 

to introduce foreign investment through either joint ventures or compen- 
gatory trade, in the final analysis, means to run into debt. A debt has 
to be paid back, and paid back in foreign currency. Therefore, while 
importing foreign capital, at the same time one must bear in mind one's 
capability to repay ioans in foreign currency. Generally speaking, the 
repayment problem is solved mainly through the expansion of export trade. 
Just as our country's national economic policy is undergoing readjust- 
ment so too the foreign trade system is subject to corresponding reforms. 
In the past, the state interfered too much in, and exercised too rigid a 
control over, foreign trade. We used to solve economic problems by 
administrative means. Hence, the shortcomings of too long a process, too 
many formalities and very poor efficiency developed. Things have to be 
greatly improved, and the enthusiasm of localities and other departments 
for conducting export trade ought to be fully brought into play. Our 


foreign trade is bound to grow in scale and vitality. Finally, let's 
have a look at the prospects. 


First, since the achievement of modernization is our long-term strategic 
task and the common aspiration of our whole people, the import of tech- 
nology and utilization of foreign investment is a long-term policy rather 
than an expedient measure. Even after the realization of the four moderni- 
zations, this policy will still be in force. As science and technology 
develop rapidly, it is impossible for any country to be in the lead in all 
spheres. The only way to prevent stagnation is for all countries to import 
from each other. Our government adopts a positive and prudent attitude in 
supporting this policy. Since the promulgation of the “joint-venture law," 
we have paid great heed to the opinions of our foreign friends, and in the 
spirit of the basic principles of the "joint-venture law," our departments 
concerned are now in the process of drafting the implementation regulations 
of the “joint-venture law," law of income taxes for joint ventures, law 


of personal income taxes, registration procedure for joint ventures, 
regulations of foreign currency control, corporation law and other related 
laws and decrees. We are prepared to compile and publish them in booklet 











form when the legisiation procedure is completed so as to pave the way 
for the smooth implementation of the "joint-venture law." Pending the 
formulation and promulgation of these economic acts, to promote the 
development of joint ventures, the two sides can come co agreement by 
consultation on epecific questions and write the points agreed upon into 
agreements or contracts, With the ratification of the authorities con- 
cerned, these provisions will have the same legal effect and may serve as 
samples for agreements or contracts to be signed by other joint ventures, 
So these provisions themelves are a sort of sample law. No doubt the 
forerunners of joint ventures will not be outstripped by late-comers in 
getting favorable treatment. We hope that the friends of China who have 
confidence in joint ventures will actively come forward and cooperate 
with us. 


Second, ours is a country with a vast territory, a large population and 
abundant resources. This vast land offers an immense variety of natural 
conditions. A vast land with a wide range of climate, soil and terrain 
provides a broad area for economic development and supplies suitable sites 
for a multitude of different types of enterprises. Our 9.6 million square 
kilometers of land is rich in agricultural, mineral, forestry and water 
resources, many of which still remain untapped. In the past, some people 
used to concider China as poor in oil. But in recent years we have dis- 
covered quite a few oilfields with rich deposits. The abundance of our 
coal deposits is known to the world. To date, we cannot yet fully exploit 
and utilize all the resources we have identified. Our country has a 
population approaching 1 billion industrious and intelligent people, which 
not only provides a big labor force, but also represents a big potential 
market. All these favorable conditions mean that the absorption of foreign 
investment and the import of technology are highly feasible. 


We are now entering a phase of concentrating our efforts on the four 
modernizations. In the present period of readjusting the national economy, 
with regard to the introduction of technology and foreign investment, 

the emphasis is on those projects which need less capital, bring quicker 
results, make bigger profits and earn more foreign currepcy. In accordance 
with the readjustment of our country's economic structure, stress should 

be laid on speeding up the development of agriculture, light and textile 
industries and the weak points in the national economy, and at the same 
time strengthening such industries as electric power, petroleum, coal- 
mining, machine-building, construction material, port and docking 
facilities, warehouse building and the corresponding improvement of trans- 
port and communication thus required. We are also going to systematically 
and gradually transform our existing 350,000 enterprises. 


Third, we are not afraid to confess that our country is still poor and 
backward, but we are not resigned to backwardness. Poverty obviously 
makes our construction program more difficult, but it can also be a moti- 
vating force to make people work hard and aim high. This is particularly 
true with persons or nations with lofty ideals and a promising future. 
There is an ancient Chinese saying: "poverty fosters change, and change 
brings progress." We will certainly realize the four modernizations. 
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Our staunch policy of independence and self-reliance does not exclude 
foreign aid, On the contrary, apart from drawing on our own accumula- 
tions for most of the conetruction capital, we are also making positive 
efforts to introduce foreign investment and technology. In sepite of 

the twists and turne in the course of our economic construction over the 
past 30 years, under the leadership of the Chinese Communist Party and 
through the strenuous work of the whole Chinese people, a firm base has 
been established for industrial construction. Internationally, our friends 
are becoming wore numerous. The economic relations between our country 
and other Western countries will also surely grow closer and become more 
extensive. The prospects for the realization of our socialist economic 
construction and the four modernizations are magnificent, and the pros- 
pects for our import of technology and utilization of foreign investment 
are considerable. 


These are my personal views on some issues. I welcome any criticism of 
areas where there may be some disagreement. 


Mr Chairman and friends, thank you. 
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NATIONAL ECONOMIC POLICY 


PRODUCTION RELATIONS AS SUBJECT OF POLITICAL ECONOMICS DISCUSSED 
Beijing JINGJI YANJIU in Chinese No 12, 20 Dec 80 pp 67-71 


[Two articles: "Socialist Production Relations Cannot Be Separated From 
the Socialist System of Ownership," by Zhou Shulian [0719 0647 5571] and 
Wu Jinglian [0702 2417 8834]; and “What Should Be Included in Production 
Relations?=-A Discussion With Comrade Sun Yefang [1327 0396 2455)" by Ma 
Shufang [7456 2885 2455]] 


[Text] Editor's note: The August issue of this publica- 
tion carried an article, “On Production Relations as a 
Subject of Political Economics," by Comrade Sun Yefang, 
which took issue with the viewpoint that there are three 
aspects included in production relations as proposed by 
Stalin in "Economic Problems of Soviet Socialism." 
Following the publication of this article, we received 

a number of manuscripts enthusiastically discussing the 
questions raised by Comrade Sun Yefang. We herewith 
make an initial selection of some of them for the study 
and review of everyone interested. 


"Socialist Production Relations Cannot Be Separated From the Socialist 
System of Ownership." 


In his article, "On Production Relations as a Subject of Political Economics” 
(see JINGJI YANJIU for August 1979), Comrade Sun Yefang disagrees with 
Stalin's definition of production relations, and we agree with him on this. 


Stalin's “Economic Problems of Soviet Socialism," published in 1952, made 

an important contribution to Marxist political economy. However, there 

are some viewpoints in it that must be discussed. For example, he divides 
production relations into three parts, thus: "(1) Form of the system of 
ownership of the means of production; (2) the positions in production of 

the various different social groups produced by this and their reciprocal 
relationships, or what Marx called ‘the mutual exchange of their activities’; 
(3) the form of distribution of products completely transferred through 

these relationships." According to this view of Stalin's, the socialist 
system of public ownership that had long been fashionable in political 


27 





economics was the foundation of production relations. According to his 
argument, the sucialist system of public ownership is not just a socialist 
production relation, but is an organic part of it, and can be separated 
from the other parts and exist independently. For example, many political 
economy textbooks, when analyzing production relations, generally first 
have a chapter discussing che socialist system of public ownership, then 
have separate chapters discussing the basic economic laws of socialism 

and the laws of planned proportional development of the national economy, 
and then in a separate chapter discuss socialist commodity production and 
distribution according to work, etc. This method of analysis acknowledges 
that the socialist system of public ownership does not include socialist 
commodity production or distribution according to work, and it can be 
separated from these socialist production relations and exist independently. 


We know that the system of ownership (which can be interpreted as wealth) 
entered political economy from law , but political economy does not make 

the system of ownership a legal concept, rather studies it as a category 

of economics. As a category of economics, what the system of ownership 
indicates is the sum of production relations. Because of this, the system 
of ownership studied in political economics is the total of socialist 
production relations, and can certainly not be separated from them. In 
fact, the socialist system of public ownership is embodied in the various 
aspects of production, distribution, exchange, consumption, etc., and if 

it is separated from some of these aspects, what is left is not the complete 
socialist system of public ownership, and if it is separated from the 
aspects of ownership, the socialist system of public ownership will funda- 
mentally not exist. For example, if there were no exchange of commodities 
between socialist enterprises, those enterprises might forfeit their 
relative independence, and the socialist system of public ownership would 
suffer damage. Also, if people did not receive remuneration in accordance 
with their labor, but possessed products on the basis of some criterion 
other than labor, could we say that such a system of ownership is socialism? 
Furthermore, if the standard of living of working people under a socialist 
system cannot be raised rapidly, then the essence of the socialist system 

of ownership has not achieved expression. Since the socialist system of 
ownership is manifested in the various aspects of production relations, it 
can be seen that the socialist system of public ownership and the socialist 
production relations are essentially the same economic category. If we 

say that the socialist system of public ownership is the foundation of 
socialist production relations and assume that it can be separated from the 
other parts of the production relations and exist independently, what is left 
of this kind of socialist system of public ownership? Only one thing is 
left, and that is what the law stipulates about the right of ownership. 
Because of this, the statement that the socialist system of public ownership 
is the foundation of socialist production relations actually uses a legal 
concept in place of a political economy concept. 





1 Marx pointed out that the system of ownership relationship “is only the 
legal terminology for production relationship.” See "Preface to ‘A 
Critique of Political Economy'," "Selected Works of Marx and Engles," 
Vol 2, p 82. 
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We certainly do not oppose scientific legal concepts. Law is a science, and 
naturally has its concepts and categories. The problem is, when we are studying 
questions of political economy, using a legal concept in place of a political 
economy concept is intolerable. If we were to tolerate this, it would 
invalidate the study of political economy. So, in speaking of the socialist 
system of public ownership, if we substitute a legal concept for a political 
economic analysis, separate it from socialist production relations, extracting 
its economic content, and making it the rights of ownership as stipulated 

by the law, it is bound to create the following serious results: 


First, the extremely rich content of the socialist system of public owner- 
ship would be obliterated. Study of the socialist system of public ownership 
is study of the overall socialist production relations, and the content is 
extremely rich. However, if the socialist system of public ownership is 

made a legal concept, this rich economic content will disappear. Many 
political economy textbooks analyze socialist production relations like 
exchange relations, distribution relations, etc., but they are not analyzed 
as questions of the system of ownership, only as questions outside the system 
of ownership. This makes the system of ownership an extremely impoverished 
question and on the other hand makes exchange, distribution, and such ques- 
tions of production relations into questions outside the system of ownership. 


Second, the objective criterion for the socialist system of public ownership 
would be denied. The socialist system of public ownership has its definite 
content, and so has its objective criterion. The so-called definite content 
merely indicates the whole of socialist production relations. This is a 

kind of material relationship that exists objectively, and it can be measured 
with the precision of natural science. However, if the socialist system of 
public ownership is made no more than a legal concept, it becomes a thing 
completely determined by the will, and its economic content is obliterated, 
and as a result, its objective nature is obliterated as well. 


Third, we would not be able to scientifically explain the objective laws 

of socialist economic formation. Because we have separated the socialist 
system of public ownership from socialist production relations, it is im- 
possible to expound scientifically on socialist economic laws. For example, 
many political economy textbooks analyze socialist basic economic laws and 
the laws of planned and proportional development of the national economy, 

and always begin from concepts, at best explaining necessity and possibility, 
without discussing inevitability. A law is a kind of inevitability, and if 
we don't explain inevitability, how can we prove the existence of these laws? 
Comrade Mao Zedong has criticized the Soviet "Textbook in Political Economy" 
for always proceeding from concepts, always beginning with laws, principles, 
and definitions, first setting down definitions and not discussing the hows 
and whys. This criticism is well-founded. That book makes the socialist 
system of public ownership a legal concept and proposes socialist basic 
economic laws and laws for the planned and proportional development of the 
national economy without ever analyzing socialist production relations, and 
this can't help but be proceeding from concepts and beginning with laws. 
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Fj al.y, people can use it to distort the socialist system. If the socialist 
system of public ownership is made no more than a legal concept, it will 

lose its objective criterion, and some people could then identify as the 
socialist syatem of public ownership something that is not in fact the 
socialist system of public ownership, and what is actually the socialist 
system of public ownership could be denied to be so. This is what Lin Biao 
and the "gang of four" did. When they seized power, they slandered the 
socialist system of public ownership as some sort of “capitalist-roaders' 
system of ownership,” or “capitalist system of ownership," and those enter- 
prises under their own control, while pretending to a socialist system of 
public ownership, were in fact practicing a bureaucratic system of owner- 
ship or a feudal system of ownership. From this we can see that in research 
in political economy, if a legal concept is substituted for political economic 
analysis of questions of the socialist system of public ownership, the 

result is not only the destruction of political economy and the invalidation 
of political economy, but very serious damage to practice as well. 


In the history of political economy, Puludong separated the system of owner- 
ship from production relations and used law as a substitute for political 
economic analysis. Puludong was an idealist, and as he saw it, history was 
the history of ideas, and people were tools to be used in the self-development 
of ideas and eternal truth. The economic categories he proposed were not 

the scientific expression of working production relations, but were the 
arrangements made by these categories in his mind. Marx did a deep analysis 
and criticism of Puludong's fallacies, pointing out: "The system of owner- 
ship forms the very last category in Mr Puludong's system. In the real world, 
the situation is exactly opposite: the division of labor and all of Mr 
Puludong's other categories add up to form what is now called the social 
relations of the system of ownership; outside these relations, the bourgeois 
system of ownership is no more than a metaphysical or legal illusion." 

Marx criticized Puludong as metaphysical, pointing out that he had separated 
the system of ownership from production relations and criticizing his 
legalistic illusions, all indicating that he was substituting a legal concept 
for economic analysis. 


Marx always opposed the substitution of legal concepts for economic categories. 
In "Kapital," whether he was discussing the capitalist system of ownership 

or the feudal system of ownership, he always discussed them from the stand- 
point of production relations, and never departed from the overall produc- 

tion relations to discuss the system of ownership. Lenin also studied the 
system of ownership as a production relation. For example, in "The Development 
of Russian Capitalism," when he discussed the transformation of the feudal 
system of ownership into the capitalist system of ownership, he analyzed 

the development of commodity production, the division of the peasantry, and 

the various forms of land rent. In writing on several other land problems, 
Lenin pointed out in analyzing the system of state land ownership: "In 








1 Marx: "To Ba. Wa. Anniankefu (28 Dec 1846)", "Selected Works of Marx 
and Engels," Vol 4, p 324. 
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carrying out nationalization of land under capitalist relationships, nothing 
con be done but to give the rent to the state."" "The significance of the 
socialist revolution is not only to take possession of the land, but to turn 
the land itself, which is the object of management, over to the control of 

the whole society."” Lenin also pointed out that when discussing questions 

of the system of ownership we should study the economic content of such con- 
cepts as the right of possessign, the right of occupation, the right of 
control, and the right of use. It is certainly not accidental that Marx 

and Lenin view the system of ownership as a production relation and do not 
separate it from production relations. In "The Impoverishment of Philosophy," 
Marx pointed out "In every historical epoch, the right of ownership develops 

in various different forms and under completely different social relation- 
ships. Therefore, just giving a definition of the bourgeois right of owner- 4 
ship is to describe the whole social relationship produced by the bourgeoisie." 
According to the theory and practice of Marx and Lenin, study of the socialist 
system of ownership requires study of the appearance of its various aspects, 
such as production, distribution, exchange, consumption, etc., and study of 

the whole of socialist production relations, so it can certainly not be 
separated from socialist production relations. 


"What Should Be Included in Production Relations?--a Discussion With Comrade 
Sun Yefang" 


Production relations are the object of study in political economy. What 
should be included in production relations? There are two definitions here: 
one is Engels'; the other is Stalin's; on the surface, the two are different. 
Comrade Sun Yefang said that Stalin's definition is not correct. What is 

the criterion? My opinion is that Engels' definition is correct, and Stalin's 
definition is also correct. If we look again at the definition Marx used 

in "Foreword to ‘A Critique of Political Economy'," it is a little different 
from theirs in wording, but it is also correct. They are providing defini- 
tions of production relations from different angles. Engels is explaining 
the subjects of economics from the horizontal aspect of social reproduction, 
from the three natural processes of production, exchange, and distribution. 
Therefore, as Engels sees it, the subjects of political economy are: 1. the 
man-to-man relations in direct production, called simply production rela- 
tions; 2. the man-to-man relations in exchange, called simply exchange 
relations; 3. the man-to-man relations in distribution of product, called 
simply distribution relations. The sum total of these production relations 
are what we call the production relations that are the subject of political 
economy. Therefore, it could be more accurately said that the subject of 
political economy is the total of production relations. 





1 Lenin: "The Social Democratic Party's Land Program in the First Russian 
Revolution," "Complete Works of Lenin," Vol 13, p 273 


2 Lenin: "Revised Worker's Party Land Program," "Complete Works of Lenin," 
Vol 10, p 155 


3 Lenin: "The Social Democratic Party's Land Program in the First Russian 
Revolution of 1905-1907," "Complete Works of Lenin," Vol 13, p 314 


4 Marx: "The Impoverishment of Philosophy," "Selected Works of Marx and 
Engels," Vol 1, p 144 
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However, what determines these man-to-man relations? Engels did not analyze 
them further, and Stalin's definition is the result of a further analysis 
of these relations. 


Marx and Engels both placed extraordinary emphasis on the determining effect 
of the system of ownership. Because people in general consider the system 
of ownership co be the system of ownership of the means of production, 
Therefore, a further analysis of the three parts of Engels' definition can 
be made according to this Marxist idea: 1. Production, that is, people's 
relationships in production, ought to include: (a) the form of the system 
of ownership of the means of production, (b) the positions of persons in 
production as determined by the system of ownership of the means of produc- 
tion and their mutual relations. 2. Exchange, that is the mutual relation- 
ships between people in exchange, ought to include: (a) the form of product 
exchange as determined by the system of ownership of the means of produc- 
tion, and (b) the position of persons in exchange and their mutual relations. 
3. Distribution, that is the relationships between persons in distribution, 
ought to include: (a) the possession and form of distribution of products 
as determined by the system of ownership of the means of production, and 

(b) the positions and mutual relationships of people in the distribution of 
products. 


If we, in a vertical aspect, separately combine items (a) and items (b) 

in 1, 2, and 3 above, we will get: (a) the form of the system of ownership 
of the means of production, (b) the positions and mutual relationships of 
people in production, exchange, and distribution, called simply the posi- 
tions and mutual relationships of people in production, and (c) the form 
of exchange of products and the form of distribution. This is Stalin's 
definition. As can be seen, Stalin provides a definition for production 
relations vertically, through an analysis of the production relations, and 
he correctly brings out the determinist effect of the system of ownership 
of the means of production in production relations. Because of this, these 
two definitions do not differ on two points, they are totally different. 
However, they are both correct, and it is only that Stalin's definition is 
better able to reveal the essence of production relations, that's all. 


Stalin's definition of production relations is basically a refinement of 
Engels' definition, and although it still has some inadequacies, its principal 
contribution is the emphasis on the determining effect of the system of 
ownership of means of production in production relations. Even though 
Comrade Sun Yefang retreated from this advance, he did not withdraw all the 
way back to Engels’ definition, but he withdrew to his own definition. In 
the economic thought of Comrade Sun Yefang, the system of ownership is 
unimportant, so he assumes that there are still product value and laws of 
value outside commodity value and laws of value, and that in a communist 
society there can still be product exchange, there can still be value and 
laws of value. And in a socialist society, ‘production and exchange can 
stand side by side." 


Nevertheless, although we are confirming the correct aspects of Stalin's 
definition of production relations, we must at the same time point out that 
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the development of socialist affairs has amply demonstrated that this defini- 
tion is not all-embracing. Since some people in the economic world have 

made Stalin's definition an unchanging dogma, it has turned this definition 
into a "golden incantation" that shackles socialist development of economics, 
made it an obstacle to the reform of socialist production relations, and if 
this shackle is not broken, socialist economic reform will be an empty 

phrase and there will hardly be any development in socialist economic theory. 


In a conscientious analysis, the production relations in direct production 

do not, as Stalin said, include only (a) the form of the system of owner- 
ship of the means of production, and (b) the positions and mutual relation- 
ships of people in production; it still should include the form of the right 
of ownership of the labor force. The positions and mutual relationships 

of persons in production are not determined by their relationship with the 
system of ownership of the means of production alone, but are determined 
simultaneously by their relationship with the right of ownership of the labor 
force; the foundation of production relations is not the system of owner- 
ship of the means of production alone, but includes at the same time the 
right of ownership of the labor force. The ownership of the means of produc- 
tion and the ownership of the labor force together form the production 
relations system of ownership. Together they form a fixed foundation for 

the production relations. 


As soon as we mention production, “material production is first."' Marxist 
economics tell us that there are two key elements to material production: 
the objective element is the means of production; the subjective element is 
the labor force. The process of material production produces a combination 
of the two elements, the process of labor force activating the means of 
production to create wealth. The two kinds of production elements were 
possessed by persons in different ways in the beginning, and this determined 
the different ways in which they were mutually combined. These forms of 
possession and forms of combination of the elements of production, being 
requirements of the development of production and being determined by the 
development of production, made the foundation for the forms of production 
in every era of hum»n history. 


Although the foregoing economic theory places great emphasis on the system 

of ownership of the means of production, but fundamentally ignores the 
ownership of the labor force. This is a theoretical bias created by historical 
conditions; before the establishment of socialist production relations, in 
societies where living persons were ruled by dead materials, ownership of 

the labor force had not been raised to an independent position and was more 

or less subordinated to ownership of the means of production. Therefore, 

it did not attract anyone's attention. If socialist economic theory still 
ignores this problem, it could result in a great theoretical error. If 

people would only study a simple problem like this, the problem would be clear 
at a glance: if there are two key elements to production, why is it that 
there is a right of ownership of only one of the elements, the means of 
production, while there is no right of ownership of the other element of 
production, the labor force? Can it be that there really is no problem of 

the right of ownership of the labor force? The forms of ownership of the 
labor force were different in slave societies and feudal societies, and the 
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labor force of feudal serfs and the labor force of free laborers under 
capitalist societies, anyone studying "Kapital" ought to know that Marx 
acknowledged the right of ownership of the labor force and that Marx said 
that the laborers themselves “are the owners of the labor force," and who 
can deny the laborer's private right to ownership of his own labor force? 


According to the Marxist viewpoint, production determines distribution, 

but how does production determine distribution? Marx said that the dis- 
tribution of the key elements of production determine the distribution of 

the product, “distribution relations and forms of distribution being gnly 

the manifestation of the reverse side of the elements of production." As 
the elements of production are distributed, so the social product will be 
distributed in a corresponding form. If an individual participates in pro- 
duction in the form of hiring out his labor, he will participate in distribu- 
tion of the product in the form of wages. If a society has only a system 

of ownership of the means of production and no right of ownership of the 
labor force, why would Marx say that the distribution of the elements of 
production determines the distribution of the product instead of saying that 
the distribution of the means of production determines the distribution of 
the product? Because the elements of production and the means of produc- 
tion are totally different concepts. It is just because we have failed to 
recognize the connection between the right of ownership of the labor force 
and the distribution and exchange of product that socialist theorists, al- 
though devoting a great deal of energy to it, cannot clearly explain the 
reasons and laws for the socialist distribution according to work, and can 
only mouth some empty phrases like "Productive force has not been greatly 
raised," and "People's ideological consciousness has not been greatly raised." 
It is as though the socialist distribution of product is not "determined by 
the distribution of the elements of production." 

Although "material production is first," social production is not only 
material production. As Marx and Engels saw it, production included two 
aspects: one aspect was material production, and the other aspect was man- 
kind's production of itself. Engels said: "According to the materialist 
viewpoint, the determining factors in history in the final analysis are the 
direct production and re-production of life. However, production itself is 
of two kinds. One aspect is production of the means of life, food, clothing, 
and shelter, and the tools required by it; the other aspect is mankind's 
production of itself, the multiplying of the species. The lives of the 
people under their social system, in a given historical era and a given place, 
are restricted by the two kinds of production: on the one hand they are 
restricted by the stage of the development of labor; on the otha hand 

they are restricted by the stage of development of the family." 


In his "Foreword" to the “Critique of Political Economy," Marx said that 
social production includes two aspects: "material production" and 





1 Marx, "Foreword to 'A Critique of Political Economy'," "Selected Works 
of Marx and Engels," Vol 2, p 98 


2 Engels: ‘The origins of the Family, the System of Private Ownership, 
and the State," "Selected Works of Marx and Engels," Vol 4, p 2 
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“subsistence production." In material production, the means of subsistence 
production and labor force create material wealth; in subsistence produc- 
tion, material wealth is consumed and labor force is produced. The material 
wealth created in material production is supplied for consumption in sub- 
sistence production, and the labor force produced in subsistence production 
is supplied for consumption in material production. According to this 
viewpoint of Marxism, social production includes two kinds of production 
that are mutually connected: the conclusion of one kind of production is 
the start of the other kind of production, subsistence production is at the 
end of material production and material production is at the end of sub- 
sistence production. The two kinds of production together form the total 
activity of social production, and what political economy must study is the 
laws of the development of this activity. 


The "subsistence production" that Marx spoke of is what Engels called "man- 
kind's production of itself."' Therefore, it could be said that production 
includes two aspects: material production and mankind's production of it- 
self. In the "Foreword" to "Critique of Political Economy" Marx said "The 
form of production in material production restricts the whole process of 
social life, political life, and spiritual life." According to the ideo- 
logical system of Marx and Engels, we can discover that what Marx called 
"material life" indicates material production and material consumption, and 
"the form of material production" includes the integration of "the form 

of production of material means" and "the form of mankind's production of 
itself." For a long time, people have acknowledged the form of material 
production and denied the form of mankind's production of itself, and this 
is a kind of theoretical bias. The practice of socialist construction has 
amply shown that forgetting mankind's production of itself has a great influ- 
ence on socialist construction. Without planning for mankind's production 
of itself, there can be no planning for a socialist economy, and hasn't 
this been proved historically? Moreover, it is the forms of the two kinds 
of production that determine the forms of ownership of the two kinds of 
elements of production, and in whatever form men carry on material produc- 
tion, that will be the form of ownership of the means of production; similarly, 
in whatever form mankind carries out production of itself, that will be the 
form of ownership of the labor force. A given kind of production relation 
is not only based on a certain kind of system of ownership of the means of 
production, but is also based on a certain relationship with the right of 
ownership of the labor force, and together they determine the form of ex- 
change and form of distribution of the society. The forms of the two kinds 
of production together make up a certain economic system for the society, 
and they are the horizontal and vertical coordinates of the socioeconomic 
structure. 


If workers have no private right to their own labor, then there is no commerce 
in the labor force, so how can there be any system of hiring labor or any 
capitalist production relations? If capitalists are like slavemasters, 
possessing not only the means of production but the labor force as weil, 

then there could not be any purchase of labor force, and they would be slave- 
Masters, not capitalists. If the laborers were the possessors not only of 
their own labor, but of the means of production as well, then they would 
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be independent small producers, not hire laborers. Isn't this the kind of 
thing that happened when capitalism expanded into the colonial areas? From 
afar, capitalists transported workers into the North American colonial area, 
and because there was a great deal of freedom and land to be reclaimed, 
today's hire laborer could be transformed tomorrow into an independent 
producer. So the bourgeoisie would say with a sigh that they hadn't taken 
capitalist production relations with them. 


If we depart from the right of private ownership of the labor force, we not 
only are unable to completely clarify the differences between socialism and 
capitalism, we are even unable to clarify the differences between a feudal 
society and a slave society. We cannot distinguish their differences only 
from the view of the system of ownership of the means of production. Because 
the systems of ownership of the means of production are all alike, not only 
are they not systems of public ownership, they are systems of private owner- 
ship. 


Now let us look again at the socialist production relations. They are not, 
as is traditionally said, based only on the system of public ownership of 
the means of production, but are based as well on the twofold right of 
possession of the labor force. People in general still are not conscious 
of this latter point. The crucial point of socialist economic problems is 
right here. 


Since capitalist economics is established on the antagonistic rights of 
ownership of two extremes, how can it be transformed into the socialist 
system of ownership? The system of public ownership of the means of produc- 
tion is established by the political power of the proletariat, through the 
socialist transformation of the capitalist commerce and industry and through 
the transformation of small producers; then what about the right to private 
ownership of the labor force? Clearly, the proletariat cannot change the 
private right of ownership of the labor force into public ownership at a 
single stroke through expropriation. Private ownership is confirmed to 
exist, but public ownership has already emerged, and that is a result of the 
development of capitalism and transformation of the system of socialist 
production relations; however, this question cannot be specially studied 

in this essay. 


At present, our country is carrying out an economic reform, and the heart 

of it is in the question of the independence of socialist enterprises. 
Socialist economic theory must be studied: why are there still commodities, 
values, and laws of value in socialism, why must we have a system of commodity 
exchange under the socialist system of ownership by all the people, what 

are the nature and laws governing socialist wages, profits, interest, and 
bonuses? As well, what are the socialist class relations, and what is the 
road that must be taken to communism? The solutions to all of these important 
theoretical questions must be based on the solution to the most basic ques- 
tion, the socialist twofold right of possession of the labor force. This 

will be one of the basic points in our research into socialist economic theory. 











hecause we have established production re.ationse on a foundation of two 
kinds of ownership, we assume that socialist production relations should 
include four aspects: 1) the system of public ownership of the means of 
production, 2) the twofold right of possession of the labor force, 3) the 
cooperation, mutual aid, and competitive relations between people and their 
equal positions in production, as determined by the foregoing two points, 
and 4) a transition from product distribution relations primarily of dis- 
tribution according to work into one of distribution according to need. 


Although the difference between socialist and capitaliem is principally in 
the system of public ownership of the means of production, it also lies in 
the ownership of labor force. The difference between socialism and communism 
is principally in the ownership of the labor force, and other differences 

are derived from thie. Differences are not to be found in any productive 
force, although productive force is the final decisive factor in these dif- 
ferences; nor are differences to be found in any ideological consciousness. 
Ideology is still determined by social being. 
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ECONOMIST COMMENTS ON READJUSTING ECONOMY 
HK230308 Hong Kong WEN WEI PO in Chinese 8 Mar 80 pp 6-7 HK 


[Speech by Dong Furen [5516 6534 4356) delivered at the "Seminar on China's 
Economy in the 1980's" held in Hong Kong on 7 and 8 March 1980: "Structure 
of the Chinese Economy and Problems of Ite Readjustment") 


(Text) Biographical Notes on Dong Furen: 


Present post: deputy director of Inatitute of Economic Studies, Chinese 
Academy of Social Sciences; deputy chief of Academic Committee of 
Institute of Economic Studies; professor of Beijing University. 


Major past experiences: research fellow at Moscow National Economic 
Institute, awarded associate doctorate, 1953-1957; lecturer in economics, 
Wuhan University, 1957-1959; assistant research fellow, Institute of 
Economic Studies of Chinese Academy of Social Sciences, 1959-1966. 


Principal publications: 1. Analysis of Changes in Income Receipts of 
Soviet Citizens (published in 1959). 


2. A Study of the Methodology in Determining the Proportionate Relation- 
ship Between Accumulation and Consumption; On Value--Currency Forms, 
Utilization Value and Problem of Balancing Accumulation Funds in Kind and 
Consumption Funds in Kind; Problems Concerning Form of System of Ownership 
Under Socialism. These above articles have been published in JINGJI YANJIU. 


3. The ‘Gang of Four's' Distortion of Marxist Political Economy (Collective 
Notes and Writings, edited by Dong Furen). [end of biographical notes] 





Mr Chairman; Ladies and Gentlemen: 


I feel deeply honored to have been invited by the ECONOMIC REPORTER to 
come here and meet you all. Today I am going to talk on China's economic 
structure and the problems of its readjustment. Beginning in 1979, China 
has been carrying out the eight-character principle of readjusting, 
renovating, rectifying and improving the national economy. Here, read- 
justing means readjusting the economic structure and certain of its 
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proportionate relationships. China's current economic structure and ite 
proportionate relationships have gradually formed over the past 30 years 
since the liberation, In these 30 years, enormous changes have taken 
place in the country's economic structure, Following the progress of 
socialist industrialigation, the proportion of agriculture in the national 
income gradually declined, while the proportion of industry has been 
gradually rising and actually surpassed that of agriculture in recent 
years. At the same time, the proportions occupied respectively by the 
construction industry and communications and transport have also risen in 
varying degrees. Inside industry itself, the proportions of heavy and 
light industry have also undergone enormous changes. The proportions of 
these two industries in the gross value of industrial output in 1949 

were respectively 73.6 percent and 26.4 percent. In 1978 they were 
respectively 42.7 percent and 57.3 percent. With heavy industry having 
laid a firm foundation, the backward state of old China which was only 
able to produce certain products of the light and textile industries has 
been completely changed. Within heavy industry itself, the growth of 

the machine-building, chemical, metallurgical, petroleum and electric power 
industries has been especially rapid. For example, our country has already 
established a steel industrial structure which links together an array 

of large, medium and small units and enjoys a comparatively rational 
geographical distribution of its component units. In the country there 
now exist several tens of large iron and steel production centers, over 

30 medium-sized iron and steel enterprises, each of which produce over 
100,000 tons of steel a year, and several hundred small iron and steel 
plants. The industry can turn out over 1,000 kinds of steel and over 

200 varieties of rolled steel. The machine-building industry has also 
laid a comparatively good foundation. The number of machine-tools in the 
country now ranks third in the world, being only surpassed by the Soviet 
Union and the United States. Ablity to turn out various kinds of machines 
and equipment has also been greatly improved. As to large oilfields, 
there are 26 of them in the country. Crude oil production has reached 
over 100 million tons a year and crude oil exports have been increasing 
yearly. The country's installed power generating capacity has reached 
52,110,000 kilowatts. There are some 61 large fuel and hydroelectric 
power generating stations with a capacity of over 250,000 kilowatts each, 
while small hydroelectric power stations and medium-sized fuel power plants 
are spread throughout the country. In addition, many new industrial de- 
partments have come into existence such as synthetic materials, automatic 
precision tools and equipment, the electronics industry and nuclear power 
industry. The array of industrial departments in the country has thus 
become more and more complete. 


These changes in the country's economic structure indicate that China has 
emerge’) from the agricultural country it was before the liberation to 
become in industrial-agricultural country with industry predominant. It 
may be said that following 30 years' efforts, China has initially set up 

a relatively complete industrial system and national economy, and has laid 
a foundation for accomplishing modernization within this century. 
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However, tor various reasons, particularly the 10 years of disruption 
caused by Lin Biao and the "gang of four," certain serious problems and 
certain major imbalances in proportionate relationships have emerged in 
China's economic atructure, which tmpede the further rapid development 

of the economy and the gradual improvement of the people's living 
wtandards. To readjust the economic structure has become a task that 
brooks no delay. I will now briefly explain the problems confronting 

the structure of our national economy and its proportionate relationships. 


[HK230324) 1, There has been too rapid development of heavy industry 
and a failure to adjust the development of agriculture and light industry 
in Line with the development of heavy industry. This constitutes the 
main problem confronting the national economy and represents an important 
aspect of the imbalances in the national economy. From 1949 to 1978, the 
gross value of production of heavy industry increased 90.6 times, whereas 
the gross value of production of agriculture increased only 2.4 times and 
that of light industry 19.8 times. The disparity is thus enormous. With 
heavy industry being ahead of light industry and agriculture in develop- 
ment, a host of problems affecting the economy has resulted. The increase 
in agricultural production and in industrial consumer goods has lagged 
far behind the needs for the populace, and the contradiction between 
supply and demand of consumer goods has sharpened with each passing day. 
For example, although there has been a rather large increase in grain 
output over the past 30 years, as a result of the rapid population 
increase, in recent years the average amount of grain available per 
capita has hovered around some 600 jin, lower than the world per-capita 
level of over 800 jin. Beginning with the Second 5-Year Plan it has been 
necessary to import several billion jin of grain each year in order to 
meet food shortfalls in the cities and towns. Supply of many industrial 
consumer goods such as soap, detergents, household utensils, footwear, 
bicycles, sewing machines and paper has for a long time failed to meet 
demand. The quality of consumer goods has been poor and their variety 
limited. Consequently, the rise in the people's living standards has 
been slow. 


2. In agriculture there has been irrational and lopsided development, 
with the emphasis on grain. Of the gross value of agricultural output, 
over two-thirds are contributed by the crop sector while the combination 
of the other sectors including forestry, animal husbandry and fisheries, 
has hardly made up the remaining one-third, and the proportion from 
animal husbandry has been particularly low. In 1978, of the combined 
output value of the crop sector and the animal husbandry sector, the 
former accounted for 83.7 percent and the latter only 16.3 percent. In 
the crop sector, the area sown to grain accounts for over 80 percent of 
the total cultivated area, while the area devoted to industrial and 
other crops is less than 20 percent. This lopsided development in the 
internal structure of agriculture has caused shortage of nonstaple 
foodstuffs and also of raw materials for the light and textile industries. 
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3. Another outatanding problem of the national economy is the shortage 

of fuel and power and its rather large wastage. Chins is a country with 
extremely plentiful energy resources, Its energy output ranks third in 
the world. The 1979 output of various kinds of energy amounted to about 
630 million tons of standard coal equivalent. But energy supply is still 
insufficient, and due to shortage of electric power between 20 to 30 percent 
of the industrial production capacity cannot be utilized, There are many 
reasons for this. One is that the opening up of energy resources cannot 
catch up with the development of industry as a whole, and industry, 
particularly heavy industry, consumes a lot of energy. Another reason 

is the imbalance within the fuel and power industry itself. For example, 
for a long time, the production capacity of new coal pits put into produc- 
tion has been inadequate, resulting in imbalance between the capacity of 
new pits and the increase in coal output. In turn, this has brought about 
imbalance between extraction and tunnelling in the coal mines. Take 
another example: In the crude oil industry due to imbalance between oil 
deposits and oil extraction, and also the imbalance between prospecting 

in new oil fields and extraction in old oil areas, the growth rate in 
crude oil output has been on the downturn. Meanwhile, the tense situation 
in energy supply is inseparable from the high consumption rate and wastage 
of energy. In our country, the gross effective u'ilization rate of 
thermal energy is only 28 percent, compared with cover 50 percent in certain 
industrially advanced countries. If our country's utilization rate of 
thermal energy could be increased by 2 percent, that would be tantamount 
to increasing coal production by some 60 million tons. If the wasted 
energy could be saved, then the same quantity of energy presently used in 
production could raise the gross value of industrial output by 30 percent. 
The principal causes for the high consumption rate of fuel and power are 
the backward state of industrial equipment, poor technical management, 

low standards of handling and operation, and the poor quality of the raw 
materials and fuels. 


4. In the raw materials industries, the principal trouble is their 
irrational internal structure and failure to keep in step with the growth 
of the processing industry. Take the iron and steel industry for example. 
First, iron ore production has fallen behind the needs of smelting and 

is not sufficient for the country's needs. Second, steel rolling is 
backward. Both in first rolling or blooming and in rolling into steel 
products, the capacity of the rolling machines is insufficient. In 
addition, the variety of rolled steel is incomplete, there being many 
kinds which cannot be produced. Also, the specifications of rolled steel 
produced often do not correspond to actual needs and the quality of the 
product is often poor. As a result, on the one hand, a large quantity of 
rolled steel has tw be imported and, on the other, a large quantity of 
domestic stee. rvoducts has to be stockpiled. Similarly, the internal 
structure of the chemical industry is confronted with many problems. Mining 
of chemical materials and the output of basic chemical raw materials (acids 
and soda) are far behind actual needs. This has prevented many processing 
industries from working at full capacity. In the same way, the quantity, 
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variety and quality of chemical industrial products used in agriculture 
and in the light and textile industries do not meet requirements. for 
example, the main type of chemical fertilizer produced is nitrogenous 
fertilizer. The quantity of phosphate fertilizer produced te amall, 
and the quantity of potash fertilizer produced is still smaller. 


{HK230342) In the raw materials industries, the building materials 
industry is the weakest link. True, since the liberation this industry 
has developed tairly well. Still, its development is not rapid enough. 
As a whole it has become more and more out of joint with the growth of 
the national economy. for example, there is a shortfall of over one-third 
of the quantity of cement required for housing construction in the cities 
and towns and industrial and mining areas. Many building projects, parti- 
cularly housing in cities and towns, have been delayed because of the 
shortage of building materials. 


5. In the machine-building industry, the principal problems are the 
comparatively old types of equipment in use, the small number of automatic 
lines in production and the low processing speed of the machine-tools. 
The precision and performance of many of the old machine-tools in use can 
no longer meet the needs of production development, and they must be 
renovated. Apart from this, the production capacity of our machine- 
building industry is great but there are problems concerning the structure 
and composition of the products. Generally speaking, the majority of the 
products are of the ordinary and backward type (for example, output of 
ordinary lathes accounts for over 40 percent of the total production of 
lathes), while key and high-efficiency products are rare. The great 
majority of the products are of the type turned out in other parts of 

the world in the 1950's or the early and middle 1960's. Another drawback 
in the industry is that its comprehensive or al'-inclusive production 
capacity is small. For example, in the production of power generating 
equipment, it is highly efficient in manufacturing the main engine bodies 
but lacks the corresponding efficiency to produce auxiliary equipment 
such as high-pressure power cables, transformers and forged parts of large 
power plants. Similarly, it lacks the corresponding efficiency to turn 
out pumps, valves and automation instruments. In recent years, the speed 
of increase in the output of lathes has far surpassed that of rolled steel 
and electric power, as a result of which the supply of rolled steel and 
electric power has been unable to meet actual needs. 


6. Communica’ ons and transport constitute another weak link in the 
national economy, being far behind the needs of the development of the 
economy. In the case of railway transport, the backward state may be 
described as the slow progress made in the technological renovation of 

the railroad lines and the antiquated and backward condition of the rolling 
stock and equipment. For example, steam locomotives still account for 

80 percent of the total number of locomotives, while only 2 percent of 

the existing track is electrif Jl. 
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In the case of water transport, the cargo handling capacity is insufficient 
and the vessels are old, The handling capacity of the ports cannot meet 
the rapid development of foreign trade. 


7. Another outstanding problem of the national economy is the excessive 
size and scale of capital construction, poor investment returns and im- 
balance in allocation of investment funds. The large number of construc- 
tion projects far exceed what the national economy can provide in terns 

of material, financial and labor resources. The supply of cement, rolled 
steel and timber required in the capital construction projects is generally 
10 to 30 percent short of requirements. Many projects have to stop work 
from time to time and fail to be completed or go into operation on schedule. 
At present, many large and medium-sized projects call for a construction 
period similar to or longer than that under the First 5-Year Plan. As a 
result, construction cost is higher, investment returns are lower, and, 
because the projects cannot be put into production on time, they hold up 
large amounts of materials, financial and labor resources, and this in 
turn impedes the normal production and construction work of the year. 


in the distribuéion of investment funds for capital construction, the 
proportion assigned to productive construction investments is rather 

high while nonproductive construction investments (municipal capital 
construction, building of civilian housing and capital construction for 
scientific, cultural and educational and public health enterprises) are 
sadly insufficient. In the period of the First 5-Year Plan, the proportions 
of productive and nonproductive construction investment in the g)oss invest- 
ment in capital construction were respectively 71.7 percent and 28.3 per- 
cent. During the period from 1967 to 1976, the proportions were respectively 
87.3 percent and 12.7 percent. The drop in nonproductive construction 
investments brought about such consequences as backward municipal con- 
struction, insufficient water supply and crowded traffic conditions in the 
cities, seriously inadequate measures for science and technology, culture 
and education and public health, shortage of school dormitory facilities 
and, in particular, housing problems for the public at large. 


8. The development of commerce and of the service trades has lagged behind. 
Since the liberation, the number of employees and workers engaged in commerce 
and in the service trades has increased, but their proportion in the 
aggregate number of employees and workers in the country has declined. 

The scope and network of commerce and of the service trades have been great- 
ly reduced. This has caused much inconvenience to the people's daily life 
and at the same time has adversely affected the quality of the services 
rendered. 


9. Another important aspect of imbalance in the national economy is that 
the ratio designated for accumulation has been too high. In the period 
of the First 5-Year Plan, the ratios of consumption and accumulation of 
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the national income were relatively equitable, being respectively 73.8 per- 
cent and 24,2 percent. Subsequently, however, except for certain years, 
the ratio of accumulation tended to be on the high side. It exceeded 

40 percent in certain years and even in 1976 it was over 36 percent. With 
the national income already small, the absorption of such a big ratio for 
accumulation has caused a tense situation in various quarters of the 
national economy. In .cs wake has come a string of imbalances, and the 
improvement of the people's living standards has been seriously affected. 
For many years there was little or no increase in the actual income of 

the workers and peasants. 


[HK230354] In view of these conditions, it is absolutely necessary to 
devote 3 years to the readjustment of certain important economic ratios 
in the economic structure of our country, otherwise it will not be possible 
to speed up the progress of modernization. Readjustment is a positive 
measure aimed at a smoother advance in the future. It is true that 
development of some branches in our economy, in the process of readjust- 
ment, will have to slow down, and a few branches will even have to draw 
back a little. Yet, on balance it means advance. Over the past 1 year, 
we have already achieved initial success in readjusting the economy. We 
will continue to do so this year and next. If 3 years are not enough 
for this purpose, another year will be devoted to it. Here we shall 
recount the readjustment work done in certain quarters. 


First, we have readjusted the proportions between industry and agriculture, 
reinforced the agricultural foundation, and improved agriculture's internal 
structure, in order to bring about an overall development of agriculture, 
forestry, animal husbandry, sideline production and fisheries. In this 
connection, the state has supplemented the efforts made with various other 
measures, and will continue to do so, besides carrying out the relevant 
rural economic policies. First of all, the state purchase prices of 18 
major agricultural and sideline products were raised. An average increase 
of 25 percent was made compared with the preceding year. In the case of 
above-quota purchases, the price rise was even higher. Next, low-income 
rural communes and brigades were exempted from the agricultural tax by the 
state and at the same time the enterprises run by them were exempted from 
industrial and commercial taxes. Taken together, these two exemptions 
yielded the peasants an income of over 9 billion yuan last year. Simul- 
taneously, large sums were earmarked from the national budget and local 
finances as agricultural capital construction investment funds and agricul- 
tural special funds. Last year the proportion of agricultural investment 
in the gross capital construction investment of the state was raised to 

14 percent, compared with 10.7 percent in the previous year. Industrial 
departments also increased the production and supply of commodities for 
agricultural use. As a result of the implementation of various economic 
policies and the adoption of various measures, agricultural production has 
rapidly developed. There has been improvement in the imbalance within 
agriculture. The lopsided stress on grain has been corrected. In general 





a very pleasing state of affairs has appeared, Last year the gross output 
of grain increased by over 20 billion jin. Output of edible oils increased 
by over 10 percent. The development of animal husbandry speeded up, and 
last year there was a general increase in the breeding and production of 
pigs, sheep, large domestic animals and animal products. Last year the 
state purchased nearly 20 million more porkers than in the previous year. 
With large quantities of agricultural products flooding the markets, the 
prices of agricultural products in country fairs went downward and approach- 
ed the level of prices in state-operated stores. In Sichuan, pork prices 

in country fairs were even lower than those in state-operated stores. 
Industry is thus gradually stepping up its services to agriculture and 
industry and agriculture together are achieving coordination in development. 


Second, the proportions of heavy industry and light industry have been re- 
adjusted and the development of the light and textile industries has been 
speeded up. Priority has been given to the light and textile industries 

in the allocation of raw materials, fuels, electric power, funds for 
technological use, capital construction investment, bank loans, foreign 
exchange grants, introduction of new technology, and communications and 
transport facilities. Allocation of raw materials to the light and textile 
industries has notably increased. This year, the amount of foreign exchange 
earmarked for import of raw materials for the light and textile industries 
will be double that of last year. Since the second half of last year, 

the speed of development of light industry has notably increased, surpassing 
that of heavy industry. Last year, the growth rate of light and textile 
industries was 9 percent while that of heavy industry was 7.4 percent. 

This marked the beginning of a change in favor of light industry in annual 
growth rate. Last year alone 25 light industrial projects and 3 textile 
industrial projects began operation and production. According to statis- 
tics compiled in 18 provinces and municipalities, last year over 13,000 new 
products were successfully trial-produced and put into production in the 
light and textile industries. At the same time, certain departments of 
heavy industry have been energetically turning out various kinds of consumer 
goods. It is anticipated that there will be a rather large increase in the 
products of the light and textile industries and in other kinds of consumer 
goods. 


Third, the internal structure of heavy industry has been readjusted, its 
weak links have been strengthened and the development of those of its 
departments which serve agriculture has been stepped up. For example, 

an important change took place in the internal proportionate relationships 
of iron and steel production. This was with reference to the past 
phenomena of the growth rate of steel lagging behind that of pig iron and 
the growth rate of rolled steel being behind that of steel. In 1979 the 
growth rates of iron, steel and rolled steel were respectively 5.4 percent, 
8.3 percent and 13 percent over 1978. In rolled steel, an even speedier 
development occurred in the production of those types badly needed by 
consumers but in short supply. In this case, the growth rate was 20.5 per- 
cent. However, more recently, the growth in iron and steel production has 
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Slackened, This is due to the concentration of efforts on improving the 
quality of the products, increasing the varieties and lowering the consump- 
tion of raw materials, all of which have produced noticeable results. 


Similarly, changes have been made in the internal structure of the chemical 
industry. In this regard, emphasis has been placed on strengthening ser- 
vices for agriculture, the light and textile industries and the markets, 

and on increasing the output of those products which the market needs. 

For example, production of chemical fertilizer increased by over 20 percent. 
This year, more and greater efforts will be made to increase the output 

of those products which have been in short supply. Also, the construction 
materials industry has been listed among those given priority in development. 


{[HK230511] Fourth, the scale of capital construction has been kept under 
control and reduced, the number [words indistinct] construction projects 
has been cut, more effective results have been achieved from investment, 
the ratios of investments have been readjusted and construction of those 
projects which lacked the prerequisite conditions or were not urgently 
needed by the state has been either scrapped or postponed. It was decided 
early last year to cancel or postpone construction of 561 large and medium 
projects, and some 330 of them have now been canceled or postponed. Con- 
struction of certain key and urgently needed projects has been speeded up. 
At the same time, the allocation of capital construction investment has 
been readjusted. The proportion assigned to investment in agriculture and 
light industry and on projects serving the interests of the people such as 
civilian housing and public utilities in municipalities and towns has 

been raised, while the proportion assigned to heavy industry has been re- 
duced, although in the case of weak links of the heavy industry such as 
coal, electric power and crude oil, construction has been strengthened. 
Investment in residential construction in municipalities and towns in- 
creased by 83.7 percent last year compared with the previous year. Last 
year, construction was completed on some 56,400,000 square meters of 
residences and dormitories for workers and employees in the entire country. 
This was an increase of 50 percent over 1978 and amounted to 10 percent 

of the total area of such residences built in the 30 years since the 
establishment of the PRC. Over 4 million people have moved into new 
residences, and those buildings currently under construction are expected 
to accommodate another 1 million workers and employees on completion. 


Nevertheless, as we see it now, the scale of the capital construction work 
undertaken is still too large. It must be put under further control and 
reduced. The situation of poor investment results must further be 
corrected and readjustment of the investment ratios must be pushed ahead 
step by step. 


Fifth, in rectifying existing enterprises, those plants which had been set 
up blindly and those which were high consumers of funds or materials have 
been either converted to other production channels or amalgamated, closed 


46 





or brought to a halt. According to incomplete statistics, last year 

over 3,600 plants were so treated. More plants will be subjected to 

the same process in the future. Existing enterprises are presently 
tapping their potentials or are being renovated or improved so that 

their .echnical standards will be greatly improved, New technology in- 
troduced from abroad will be mainly used in improving existing enterprises. 
The principles of specialization and coordination will be adopted to 
govern the gradual reorganization of the industrial enterprises. The 
enterprises and units are continuing to improve their management and 
administration, improve the quality and increase the variety of products, 
lower production cost and improve their economic results. Following 
efforts made in these directions, the quality of the products of the 
departments has been generally improved, some reaching the highest level 
on record and some even surpassing the best level in history. By means 
of controlling and restricting the scale of capital construction and 
pushing the enterprises to tap their potentials and to renovate and 
improve, the proportion between state funds used in building new enter- 
prises and those spent on the improvement or expansion of existing enter- 
prises is gradually becoming rational. 


Sixth, vigorous efforts have been made to effect savings in energy con- 
sumption and to open up new energy resources. It is not expected that 
there will be any great increase in the output of the fuel and power 
industries in the near future. The demand of the national economy for 
increased supply of fuels and power will have to be met by more rational 
utilization and by more savings in the consumption of these resources. 
Last year, gross energy output in the country increased by less than 

1 percent whereas industrial production increased by over 8 percent. 

This was brought about by cutting down energy consumption, and the potentials 
for this are still great. In addition to having the existing fuel and 
power enterprises strenuously tapping potentials, improving their opera- 
tion technique and achieving a production increase, efforts are currently 
being made to step up geological prospecting, to prepare plans for further 
development and to readjust the internal proportions in the fuel and power 
industries (the proportions between extraction and tunnelling in the case 
of coal mines and the proportion between deposits and extraction in the 
case of oilfields). All these are steps taken in preparation for a 
large-scale development in future. Last year, altogether 44 large and 
medium-sized fuel power and hydroelectric power stations were completed, 
with an addition of some 4 million kilowatts of generating equipment. 

More recently, good news keeps coming in concerning successes in geological 
prospecting and construction of energy bases. In the South China Sea (in 
the Pearl River estuary basin), a high-yield oil well has been drilled. 
Some other new large oil fields and natural gas fields are as follows: 

the Liaohe oilfield and the high-stable-yield Nanying oilfield have both 
been completed; in Tarim Basin in southern Xinjiang three high-yield oil 
and natural gas wells have been built, producing several hundred tons of 
crude oil and upwards of 1 million cubic meters of natural gas a day; 
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and in eastern Sichuan three new gasfields have been discovered which have 
abundant deposits of natural gas. In addition, in Sichuan a large coal- 
fleld, known as the Junlian Coalfield, has been newly discovered which 

has confirmed coal deposits of over 2.4 billion tons. In Shaanxi the 
deposits in the Binxtan oilfield have been confirmed to exceed 9.6 billion 
tons, and so on. The prospects of our energy resources are indeed very 
bright. 


Seventh, in the sector of communications and transport, new construction 
work and technical improvement are progressing in earnest. The improve- 
ment or expansion of weak links in railroad transport and of ports and 
wharves handling large volume of freight are in progress. The tense 
situation in communication and transport will gradually ease. 


(HK230516] Eighth, the proportion between accumulation and consumption 

is being readjusted. The accumulation rate is being gradually scaled 

down and the aim is to raise the average income of the entire people, 

on the basis of the development of production. Since last year the 

rate of accumulation has begun to fall as a result of keeping low the 
scale of capital construction, raising the purchase prices of agricultural 
products, increasing the number of people in employment and increasing 

the salaries and wages of workers and employees. Hereafter the accumula- 
tion ratio will be lowered to below 30 percent and the consumption ratio 
will be raised to over 70 percent. In recent years, the living standard 
of the people in rural and urban areas has been improved. It will 
continue to improve. The income of the peasants from collective economy 
has risen rapidly. In the first 9 months of last year the wage and salary 
earnings of urban employees increased by 15.8 percent over the correspond- 
ing period of the previous year, and as from November last year 40 percent 
of the workers and employees have been given a pay raise. Last year, the 
year's wages and salaries of workers and employees in units under whole- 
people ownership system were estimated to have increased by 4.8 billion 
yuan over the previous year while those of workers and employees in 
enterprises under collective ownership increased by over 1 billion yuan. 
Arrangements were also made last year for providing employment for over 

7 million people in the urban areas. It is expected that by opening up 
various channels of employment, more jobs can be given to the unemployed 
in urban areas in the next 2 to 3 years. 


Apart from this, during the period of readjustment, we will try hard to 
increase exports, to advance the economy by making use of funds and 
technical equipment from abroad and to strengthen weak links such as science 
and technology, culture and education, environmental protection and 
municipal construction. 


Of course, it will be imrossible for us to solve all the serious problems 
and imbalances in the structure of the national economy, even after the 
readjustment. However, by then the economic structure will have been 
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greatly improved and some proportionate relationships will be coordinated 
in a gradual way. On that foundation, our country will gradually set up 
an economic structure which is suited to our concrete conditions and 
which envisages coordinated development in all aspects. An economic 
structure of this kind will be beneficial to the smooth progress of 
modernization and to the rapid improvement of the people's living standard. 
Needless to say, the tasks before us are enormous and require our utmost 
efforts. Nevertheless, the initial results achieved in the first year of 
readjustment work have filled us with confidence. I shall appreciate 
your corrections of any errors in my speech. Thank you! 


CSO: 4006 
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ECONOMIC PLANNING 


BRIEFS 


HUBEI INDUSTRIAL ENTERPRISES--Wuhan, 3 Mar--Hubei Province has achieved 
good results in expanding the power of decision of 153 enterprises select- 
ed on a trial basis. In 1979 the total output value of these 153 plants 
rose 29.22 percent from the previous year to 4.675 billion yuan, which 
was 1.6 times the average growth rate of the province's total industrial 
output value. Profits of these enterprises topped 1978 by 50.2 percent 
to recch 688 million yuan, 2.4 times the average growth rate of all 
industrial enterprises. Of this total, 584 million yuan, or 84.88 percent, 
were turned over to the state, and the enterprises retained the remaining 
15.12 percent, or 104 million yuan. From this amount, 31 million yuan 
were used by the enterprises as production funds, 41 million yuan as 
welfare funds and the remaining 32 million yuan as funds for bonuses. 

With expanded power of decision in their management, these enterprises 
not only have increased output and profits but also are better able to 
reduce waste, raise the sense of unity and concern for the collective, 
prevent anarchism, lower the rate of accidents, etc. [0W031013 Beijing 
XINHUA Domestic Service in Chinese 0237 GMT 3 Mar 80 OW] 


CSO: 4006 


50 











GENERAL ECONOMIC INFORMATION 


ECONOMIST SPEAKS ON SHANGHAI'S EXTERNAL ECONOMY 
HK150920 Hong Kong WEN WEI PO in Chinese 9 Mar 80 p 8 HK 


[Speech by Cai Beihua [5591 0554 5478] delivered at the "Seminar on China's 
Economy in the 1980's" held in Hong Kong on 7 and 8 March 1980: “Present 
Status and Future Prospects of Shanghai's External Economy") 


[Text] Biographical Notes on Cai Beihua 


Present post: vice president of Shanghai Academy of Social Sciences and 
concurrently chief of departmental economic research office; council member 
of China Agricultural Economic Society; vice president of Shanghai 
Municipality Economic Society; vice chairman of Preparatory Committee of 
Shanghai Municipality Technology, Economic and Management Modernization 
Research Society. 


Major past experiences: In the 1930's took part in left-wing cultural 
activities in Japanese universities in Tokyo; during period of anti- 
Japanese war served as correspornder* of the NATIONAL SALVATION DAILY NEWS 

in Guangzhou and on the editorial board of the XINHUA RIBAO in Zhongqing; 
during period of war of liberation was chief editor of the JINGJI DAOBAO 
magazine in Hong Kong and headmaster of the Jian Zhong special school of 
industry and commerce; after liberation was vice director of Department of 
United Front of Shanghai Municipality, deputy chief of the 8th office of the 
Shanghai Municipality People's Committee, and director of Shanghai 
Municipality Bureau of Industry and Commerce. 


Principal publications: 1. "Full Display of Shanghai Port's Functions in 
Contribution to Realization of the Four Modernizations"; 2. "Continually 
Marching Forward to Build Shanghai Into a Base for Socialist Modernived 
Industry, Science and Technology and Export Trade." 

[end biographical note] 


Ladies and gentlemen: 


I worked in Hong Kong from 1946 to 1949. Some 30 years have passed since 
and now at the invitation of the JINGJI DAOBAO magazine I am on a visit to 
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Hong Kong, touring old places and meeting old acquaintances in Hong Kong's 
industrial, commercial and other circles. I am extremely delighted, The 
topic of my talk today is the present atatuse and future prospects of 
Shanghai's external economy. Before proceeding any further, let me give 
you an introduction to the basic situation in Shanghai. 


Shanghai is our country's biggest trading port. Before liberation, fully 
conformed to the pattern of a semicolonial consumers' city. Industry and 
commerce there had a lopsided development. It was called the "Adventurers' 
Paradise." The principal industries there at that time were the light and 
textile industries. There were some machine shops but they attended mostly 
to repair and assembly work. Following readjustment and restructuring on 
several occasions since the establishment of the republic, Shanghai has 
been developed into an important base for our country's industry, science 
and technology as well as the export trade. At present, it has about 

8,000 factories, more than 24,000 shops, a labor force of over 4 million, 
10 suburban districts, 12 satellite towns and population of over 11 million 
people (of which the urban population is 5.91 million), 


Over the years Shanghai has become an industrial base equipped with a rela- 
tively full complement of industries, capable of designing, manufacturing 
and assembling complete sets of equipment and possessing technical equipment 
of a certain standard. In the past 30 years, it has developed the metal- 
lurgical, machine-building, chemical and shipbuilding industries, set up 

the electronics, precision tools and petrochemical industries and an 
industry producing new-type raw materials. It has developed advanced 
techniques in the electronic, semiconductor, electronic computer, laser, 
infrared ray and optical fibre [guang xian 0343 4960) communication 
industries. In the machine-building industry, the capacity for making a 
full range of equipment has reached 85 to 90 percent. The city supplies 
over 90 percent of the rolled steel and chemical raw materials required 

in production. At the same time, the light, textile and handicraft 
industries have undergone great development. We are currently pushing the 
speedy development of industrial production through the special method of 
making large plants the backbone and medium-sized and small plants the 
"specialist" and “live" complements. In the past 30 years, the gross value 
of Shanghai's industrial production has increased about 23 times, accounting 
for one-eighth of the gross value of the national industrial production. 


Shanghai is an important industrial city in our country. It has good lines 
of communication and its port facilities are excellent. In recent years, 
the volume of goods handled has been increasing yearly. It is now one of 
the 10 largest ports in the world. In 1979, the gross value of Shanghai's 
export trade increased by over 30 times compared with 1950, accounting for 
30 percent of the export trade of the entire country. At present, there 
are over 150 countries and areas in the world which have trading relations 
with Shanghai. The number of clients is over 20,000 of whom a sizable 
portion constitute sales agents or contract sales agents who have built 
their relationship with the city on a basis of mutual trust. In the city 
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over 1,800 plants are in varying degrees reaponsible for production taske 
for export. In particular, Shanghai has close relations with Hong Kong 
and Macao. Some 16.6 percent of the gross value of the port's export 
trade are destined for Hong Kong and Macao. 


{(HK150925] Shanghai's scientific and technological appearance has also 
undergone an immense change. In the early period after liberation, Shanghai 
only had a few colleges and special institutes and a few scientific research 
organs, since there were only about 200 research workers. At present, 
Shanghai hae the Shanghai branch of the Chinese Academy of Sciences, the 
Shanghai Social Sciences Institute, 49 colleges and inetitutes of special 
learning, some 220 research organs in specialized trade, over 2,000 
professors and specialists versed in various academic fields and over 

20,000 workers engaged in various ecientific and technological special 
research projects. If one includes the number of scientific and technolo- 
gical personnel in the enterprise units, the total number of research 
workers comes to more than 270,000 people. In addition, some 1 million or 
more skilled technical workers are taking part in the technological renova- 
tion program, continually raising their scientific and technological level. 


From the above basic conditions, it can be seen that in the past 30 years 
Shanghai's economic development has been rather rapid. It has built a 
fairly strong economic foundation. Furthermore, the port's economy has 
achieved further development following eradication of tie disturbances and 
wrecking of the economy by the “gang of four," changes in the focus of the 
work of the whole nation toward the tasks of socialist modernization and 
firm adherence to the eight-character principle of readjusting, restructur- 
ing, consolidating and improving. Now, I shall talk about many phases of 
development of the external economy of Shanghai Municipality in recent years. 


I. Import and Export Trade 


In the past 3 years, we have vigorously promoted our foreign trade, based 
on the principles of equality, mutual benefit and each supplying what the 
other needs. In 1979, Shanghai port's export trade increased by 65 percent 
over 1977. Of this, exports to Hong Kong increased by 50 percent. Among 
the export commodities, in addition to a continued increase in Shanghai's 
traditional exports such as products of the light and textile industries, 
handicrafts, farm byproducts and animal products, fairly large increases 
were seen in the export of commodities such as machines, petrochemical 

raw materials, metal and minerals. Comparing the export trade of 1979 
with 1977, the increases were 68 percent for light and textile industry 
products, 41 percent for handicrafts, 52 percent for farm byproducts and 
animal products, 51 percent for machine equipment, about 200 percent for 
petrochemical raw materials and 85 percent for metals and minerals. In 
addition, many of the export commodities such as cotton cloth, silk textiles, 
knitted cottonwears, clothing and apparels, food, machines, tools, petro- 
chemical raw materials, medicines and so on have been well received by 
overseas clients and users as a result of the industrial production depart- 
ments and foreign trade departments in Shanghai paying special attention 
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to suiting the needs of the foreign markets and their making strenuous 
efforts to increase the variety, improve the quality and speed up the 
delivery of the goods. 


In the past 3 years, rather large increases have also been registered in 
import trades, in 19/79, the quantity of import commodities arriving at 
Shanghal port increased by 66 percent compared with 1977, Of this, imports 
from the localities increased by 103 percent. Both the variety and quantity 
of import commodities have been continuously expanded. Imports of chemical 
products in 1979 were 46 percent up on the figure for 1977, metal products 
up by 48 percent and machines up by about 3 times. These three categories 
of commodities made up about 79 percent of the entire import trade. This 
has played a positive role in helping to promote the improvement of 
Shanghai's production and technological level. 


Il, Introduction of Advanced Technology, Equipment and Materials 


To broadly absorb the strong points of other nations and areas, in recent 
years Shanghai has introduced certain new technology and equipment. This 
has played a positive role in improving production capacity and the tech- 
nological level, increasing the variety and types of products, improving 
the quality of products and strengthening the ability of the export 
commodities to suit the needs of foreign markets. According to statistics, 
from 1973 to 1978, altogether 985 sets of equipment were imported, including 
207 sets of machinery and electrical equipment and 778 sets of scientific 
instruments and machines. Simultaneously, in addition to the introduction 
of technological equipment, a large quantity of technological materials and 
special know-how has been introduced which has helped in the promotion 

of industrial and agricultural production, 


Ill. Port Facilities, Navigation, Banking and Insurance 


To facilitate the development of foreign trade, rather big improvements have 
been made in Shanghai's port facilities and navigation lanes. At present, 
the degree of mechanization of loading and unloading in Shanghai port has 
reached 70 percent. The total length of the wharves reached some 13 kilo- 
meters. There are 12 loading and unloading areas and 92 berths alongside 

the wharves, in addition to a special wharf for container ships, which can 
berth large cargo and passenger ships of the 10,000-ton class. Shanghai 

port now has 21 foreign trade shipping lines, 11 of which are long-distance 
and 10 of which are short. In 1979, the number of ships entering and 

leaving port was 3,600. More recently, sailings of cargo ships and scheduled 
sailings of passenger and cargo ships between Shanghai and Hong Kong have 
been initiated, while Shanghai-Portland sailings have likewise been initiated 
between the United States and China. Shanghai's civil aviation is now 
operating some 30 air routes. Meanwhile, the banking business in Shanghai 
has developed greatly. Through its lively and smart ways of doing business, 
the Bank of China, which handles foreign exchange, has provided foreign 
merchants and tourists with convenient exchange facilities. Last year, 

the People's Insurance Co. of Shanghai started tourist insurance and 
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other kinds of insurance such as installation and construction insurance 
covering the building activities of Chinese-foreign joint ventures and 
merchants in compensation trade. 


{(HK150930] IV. Strengthening Economic Exchange With Other Countries 


In the past few years, Shanghai has become a "friendship city" with such 
other cities in the world as Yokohama and Osaka of Japan, Zagreb of 
Yugoslavia, Milan of Italy, San Francisco of the United States, Rotterdam 
of Holland, Omdurman of Sudan and Lome of Togo. It has also associated 
itself as a friendship port with Seattle of the United States. The forma- 
tion of friendship with these cities and ports has proven to be of 
important significance in further developing the economic relations between 
Shanghai and other countries of the world and in the promotion of friendship 
exchanges between the peoples of Shanghai and other countries of the world. 
In the past few years, Japan, West Germany, Switzerland, Sweden and Poland 
have held over 10 industrial exhibitions and book and literary displays in 
Shanghai in such fields as shipbuilding, electronics, lathes, sewing 
machines, medical instruments, laser machines and equipment. Our country 
has also held about 10 small export commodity fairs in Shanghai such as 
those for feather and woolen goods, cotton knitted wears, apparel, black 
tea and so forth. All these have helped to promote economic relations 
between Shanghai and other countries. 


V. Tourism 


The growth of the tourist industry in Shanghai has been rather rapid. There 
has been a daily increasing number of tourists coming from different parts 
of the world. According to statistics, in 1978, Shanghai played host to 
some 126,000 tourists from nearly 100 countries and areas. This was an 
increase of 106 percent over 1977. Last year, the number of tourists 
visiting Shanghai rose to over 195,000 people, an increase of 54 percent 
over 1978. Of this number, over 91,000 were foreign tourists (tourists 
from Japan made up 36.8 percent); from the United States 30.1 percent), 
while over 104,000 tourists were overseas Chinese and compatriots from 

Hong Kong and Macao. To cope with the development of the tourist industry, 
Shanghai has developed much in city construction, the service trades, 
commerce, transportation and communication, and postal and telegraphic 
services. Hotel facilities have been increased. Aviation and shipping 
lines have been expanded or newly opened up. The production and sale of 
goods for the tourist trade has been expanded and increased. At present, 
Shanghai has been expanded and increased. At present, Shanghai has nine 
hostels for tourists, with 1,800 rooms and over 3,600 beds. 


To facilitate the development of the external economy, a batch of new 
trading and investment and trust companies have been established, in addi- 
tion to the original foreign trade branch offices already in existence. 
The new orgenizations are the Shanghai Municipal Foreign Trade General 
Company, the Shanghai Municipal Toys Import and Export Company, the 
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Shanghai Municipal Machine Equipment Import and Export Company, the branch 
company for the picking of export commodities, the Shanghai Container Box 
Company, the Shanghai International Trust Services Company and the Shanghai 
Municipal Patriotic Investment Company. Another trust company, the 
Shanghai Municipal Investment Credit Company, is still under consideration. 
The establishment of these organizations will help to promote the develop- 
ment of Shanghai's external economy. 


The rather rapid growth of Shanghai's external economy in recent years may 
be attributed to many causes. Principally speaking, the recovery and 
development of our country's national economy has provided a strong material 
foundation for foreign trade. At the same time, other causes include the 
consideration given to the needs of foreign clients in the production, sale 
and transport of goods, close cooperation between the parties concerned, 
adoption of trade patterns in vogue throughout the world and putting to 
lively use traditional and customary practices. As to the pattern of 

trade, we have adopted the following: 


1. Processing and Assembling of Incoming Materials and Parts 


In the past 2 years, the number of cooperative agreements between Shanghai 
and localities abroad has kept on increasing. From the second half of 

1978 to the end of September 1979, over 600 agreements were signed on the 
processing and assembly of incoming materials and parts. The items embraced 
more than 10 large categories with over 100 varieties in the fields of 
apparel, electrical goods, petrochemical products and electronic goods. The 
countries concerned were: Hong Kong and Macao, Japan, Singapore, Australia, 
Canada, Switzerland, Sweden, West Germany, Holland and the United States. 
Among them, Hong Kong had the biggest portion, accounting for 70 percent 

of the whole. Japan was next, occupying 15 percent. 


2. Compensatory Trade 


From the second half of 1978 to the end of September 1979, Shanghai signed 
62 compensatory trade agreements. The reciprocal parties to the agreements 
included Hong Kong, Japan and other countries. The cooperation items were 
generally of the medium and small sizes, embracing products of the light 
and textile industries and electric goods. Thanks to the efforts made by 
the parties concerned, all the agreements signed are being carried out in 
accordance with contractual provisions. Some of the projects are already 
in production and the customers have received the finished products. 
Compensatory trade is advantageous to both parties concerned. On the one 
hand, the customers abroad have the advantages of the sale of technical 
equipment and the purchase of the finished products. On the other hand, 
the advantages to our country are development of production and expansion 
of export trade. 


3. Chinese-foreign Joint Ventures 


Shanghai is willing to enter into joint ventures with enterprises or 
individuals abroad on the basis of conditions mutually agreed upon. The 
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projects involved are of a multifarious nature, At present more than 

10 projects are under discussion, including motor vehicles, electronics, 
precision instruments, textiles, petrochemicals, shipbuilding and hostels 
for tourists. Dozens of financial syndicates, corporations and factories 
in the United States, West Germany, Japan and Hong Kong are currently part 
in the negotiations. 


Our government has already promulgated a statute on Chinese-foreign joint 
ventures in the People's Republic of China. This has given joint ventures 
a legal status. However, in the course of the negotiations, certain 
concrete problems have been encountered. Our government is now formulating 
and in due course will promulgate a series of regulations and relevant 
legal codes governing the enforcement of the statute to solve these problems. 
[HK150935] Prior to the promulgation of these concrete regulations and 
statutes, the parties concerned can solve their problems by means of agree- 
ments and contracts which, having been signed by the parties concerned and 
approved by our government, will be enforceable by law. We welcome 
cooperators from abroad to come to Shanghai for negotiations. At present, 
negotiations on several joint venture projects have reached the stage of 
discussing concrete details. It is anticipated that with both parties 
making the necessary efforts agreement can be reached to sign contracts in 
due course, 


Apart from the measures mentioned above we are also making active use of 
the following traditional methods: 


l. Restoration of the Use of Former Well-known Trademarks 


Among Shanghai's export commodities, many have been known as famous brands 
and have been well received both domestically and abroad. Unfortunately, 
in the cultural revolution, apart from a few brands which continued the use 
of their trademarks such as the "three gold cups" printed silk filatures 
brand, "5-5-5" clocks brand, "Jumping Carp" cotton cloth brand, and 
"Maling" canned food brand, several others stopped the use of their famous 
trademarks and as a result there were no longer orders from abroad. The 
latter included such brands as the "Hai-Alai" brand of rubber footwear, 
"Red Double Joy" brand of ping pong balls and "Gold Coin" brand of thermos 
flasks, and others. Now, the use of these famous trademarks has been 
gradually restored and they are being well received in foreign markets. 


2. Restoration of Traditional Themes of Chinese Arts and Crafts 


Engraved articles, carvings and certain other kinds of arts and crafts 
reflect the special features of our country and of our nationalities. 
However, at one time they were rudely interfered with and sabotaged by 

the “gang of four." Some were no longer purchased by the state and some 

were banned from export. Now, with the exception of those which are "yellow," 
ugly or reactionary in nature, their purchases and sales have again been 
permitted and in more recent years, the production and export of arts and 
crafts such as carvings of beautiful girls, images of disciples of the Buddha 
or images of the Goddess of Mercy and others have been resumed. This has 

met with a big response from our overseas clients and there have been many 
orders from abroad. 
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3. Improvements in Goods Transport and Initiating Land-Air Joint Transport, 
Container Shipping and "Gua Yi [2229 5902]" Packing 


Joint land-air transportation began in 1974, It has developed rapidly over 
the past 3 years. At present, the use of this type of transport has been 
extended from the shipment of raw silk to garments, medicines and furs and 
the territories covered have been expanded from Europe to North America, 
Australia and Asia. Additionally, in Shanghai a special wharf for container 
ships has been built and the method of "gua yi" packing for transport has 
been adopted. All this is meant to better serve the needs of modern 
transportation. 


4. Actively Promoting Spot Sales and Increasing Export of Top-grade Products 


With regard to spot transactions, it has been the practice for relevant 
companies in Shanghai to gather together samples of stocks of goods on hand 
and invite guests to come to the city for inspection and negotiations. One 
customer in Shanghai made three visits to Shanghai, and, following examina- 
tion of the samples, placed purchase orders worth $1 million. At the same 
time, the sale and export of top-grade goods, including cut wool, were 
stepped up. Measures of this kind, together with the spot sales of three 
kinds of towels (towels, bath towels and handkerchiefs), were all intended 
to meet the needs of foreign customers. 


In a word, by adopting trade patterns which are in vogue in world markets 
and at the same time making active use of traditional methods of our own, 
we are broadening the road toward cooperation with foreign plants and 
merchants and thus increasing the volume of transactions. 


However, it is recognized that there are still defects in our external 
economic work. Among them, the principal ones are: an insufficient 

supply of goods; the types and variety of goods not measuring up to require- 
ments; the inferior quality of goods; and poor packing, delayed delivery 

and an inability to fully satisfy customer needs. All these problems have 
received the urgent attention of our relevant departments. Measures are 
being meted out for improvement in the hope that we can better carry out 
Shanghai's external economic work. 


Finally, let me talk about the prospects of Shanghai's external economic 
relations. Foreign economic relations constitute an important phase in 

the development of the national econony. Shanghai occupies an especially 
important place in our country's foreign economic relations. With Shanghai 
becoming the base for industry, technology and foreign trade, the develop- 
ment of foreign trade will become an important task. As seen from the trend 
of development in Shanghai's industrial and agricultural production, it is 
likely that in the next few years there will be a rather large expansion in 
foreign trade and that the prospects of Shanghai's future foreign economic 
relations are very bright. Advantageous conditions have been prepared. 





58 








First: both the international and domestic situations are excellent. In 
particular, the domestic situation is very good. Foli.wing readjustment 

of its economy, Shanghai has already achieved much success in its restora- 
tion and development work and is expected to take even bigger strides 
forward. Likewise, there will be a vigorous development of its foreign 
trade. In this regard, we will learn from other countries’ superior points, 
engage in technological transformation, renovate product designs and greatly 
improve the production and technological level of goods for export. At the 
present moment, our foreign trade departments are gradually carrying out 
organizational restructuring in order to meet the needs for the development 
of the external economy. Internationally, the trend of political and 
economic developments is increasingly favorable toward our country's 
vigorous promotion of the development of our foreign economic activities. 
Our international economic relations with the three worlds are becoming more 
and more wide ranging and the economic exchanges with Hong Kong and Macao 
will be even closer. In the future Shanghai, Hong Kong and Macao can cooper- 
ate even more effectively in such extremely broad spheres as trade, inves 
ment, joint ventures, compensation, processing and tourism. The prospect 
are indeed very encouraging. 


[HK150940] Second: The sources of goods for export are gradually increasing 
and the structure or composition of the goods for export is becoming more 
and more suited to the needs of the international market. Shanghai 
Municipality has already mapped out plans for further increasing the type 
and variety of goods for export. The rural villages of Shanghai's suburban 
districts will increase the output of farm byproducts for export. Besides 
such noted brands of goods as the garlic bulbs of Jia Ding, output of fresh 
water seafood, mushrooms, domestic fowls, and refrigerated good will be 
accelerated. Additionally, the breeding and rearing of water sables, 
Angora rabbits and goats are being fostered to increase the export of 
animal products. In the light and textile industries and handicrafts, 
special plants turning out goods for export have been set up. The variety 
of petrochemical products marked out for export this year have been in- 
creased from 150 originally to 200, with the volume of export is planned 

to increase by 50 percent. The export of machinery and electrical goods 
will also be stepped up while the export of precision tools and welding 

and pressing equipment and different types of lathes and refrigeration 
equipment will likewise be increased. 


Third: Lively and intelligent methods of trade are being adopted. In 
addition to the usual forms and methods of trade generally adopted inter- 
nationally, we can consider any form of trade pattern which is beneficial 

to both parties concerned. In such spheres as processing of incoming 
materials, compensatory trade, technological cooperation and joint ventures, 
we specially welcome joint schemes which involve output of labor-intensive 
products and which require little investment but produce quick results and 
large foreign exchange intakes. Production of top-grade high technology 
items will also be pushed vigorously since they command a high price and can 
produce foreign exchange rapidly. Cooperation in technological research and 
in intelligent investments represent hitherto unexplored areas between 
Shanghai, Hong Kong and Macao. Last year, we imported a batch of modern 
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educational instruments from Hong Kong including tools for teaching elec- 
tronics. Their installation in Shanghai has now been completed. At 
present many colleges, schools for special training and scientific and 
technological research units in Shanghai are badly in need of textbooks, 
instruments and modern teaching equipment. It is hoped that our Hong Kong 
and Macao compatriots and our international friends will provide Shanghai 
with even greater cooperation in the field of cultural research. 


Fourth: The tourist industry will also enjoy great development. To meet 
the needs of the tourist industry, Shanghai will build a number of hotels. 
Its capacity to accommodate tourists will be increased by 100 percent. To 
enable the tourists to enjoy their tours of the scenic spots in Shanghai, 
Zhejiang and Jiangsu to a greater degree, a new travel service agency 

known as the Shanghai Travel Corporation will soon be in operation and 
transport and communication will be improved. The number of tourist spots 
will be expanded to over 300. The tourist zone will cover we «<nown scenic 
places in Hangzhou, Huangshan, Suzhou, Wuxi and Nanjing. 


In addition to the above-mentioned economic liaison measures, the depart- 
ments concerned such as banks, customs, insurance companies and trusts have 
adopted, and are improving, various measures to serve foreign trade and 
tourism. The measures taken include simplifying customs procedures, enlarg- 
ing bank credit provisions, offering tourist insurance coverage and increas- 
ing the number and kinds of services rendered by trust organizations. Port 
authorities, shipping, railroad and aviation departments are making 
strenuous efforts to improve transport and loading and unloading work. The 
initiation of scheduled air flights and shipping services between Shanghai 
and Hong Kong and Macao are knitting the cities together even more closely 
than before. In a word, the departments concerned are shaping and promoting 
their cooperative efforts with the object of expanding external economic 
relations. Appropriate measures taken in this direction will, in turn, 
promote and facilitate economic exchanges between Shanghai, Hong Kong and 
Macao. 


Traditionally there has been a long history of economic relations between 
Shanghai, Hong Kong and Macao. In recent years, a large volume of goods 

has been imported directly by Shanghai from Hong Kong and Macao or has been 
reexported from the latter cities to China. Conversely, there has been a 
large volume of goods exported by Shanghai to the Hong Kong and Macao 
markets or transshipped in Hong Kong and Macao to other parts of the world. 
It can thus be seen that the economic cooperative relations between Shanghai, 
Hong Kong and Macao are extremely close and that such relationships actually 
propel each other forward. Accompanying such close relations, the compatriots 
in Hong Kong and Macao and our international friends, have made good use of 
their advanced experiences and of their advanced technical know-how and 
equipment to do much beneficial work in the interest of our country's 
socialist construction. While Taiwan Province has not yet returned to the 
embrace of the motherland, industrial and commercial circles in Hong Kong 

and Macao have performed, and will intensify, the useful task of bridging 

the gap in economic relations tetween Taiwan Province and other provinces 




















and municipalities of the country. Moreover, Hong Kong is a world famous 
trading port. Its entreport trade has prospered extremely well. It has 
broad liaison as well as close economic ties with various parts of the 
world. These have not only helped in our economic construction in the 
past but they will also make even greater contributions in the present 
great historical period of the construction of the four modernizations. 
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GENERAL, ECONOMIC INFORMATION 


"GUANGMING RIBAO' CARRIES ECONOMIC JOURNAL TABLE OF CONTENTS 
HK211152 Beijing GUANGMING RIBAO in Chinese 14 Mar 80 p 4 HK 
[Table of Contents of JINGJI YANJIU No 3, 1980] 


[Text] Article by Fang Yuan: "The Basic Task of China's Agricultural 
Modernization Is To Increase Per-unit-area Output." 


Article by Hao Shengqi, Li Genpan and Qin Qiming: "Cultivate the Thinking 
of Running Modern Socialist Agriculture on a Large Scale To Bring About 
an Advance in China's Agriculture." 


Article by Xu Guoxi and Wang Chengfu: "Increasing Production and Practicing 
Economy Is the Basic Way To Realize China's Socialist Modernizations." 


Article by Ma Bin: "Prior Increase in the Means of Production Under Better 
Technical Conditions Should Not Be Negated--A Discussion With Comrades 
Lu Jidian and Zhu Jiazhen." 


Selected entries in DICTIONARY OF POLITICAL ECONOMY. 


Article by Wang Meihan: "Several Theoretical Questions Regarding the 
Consumer Economy." 


Article by Liang Xueqiang and Li Jiande: "Can Politics Play a Dominating, 
Decisive Role in Economics Under Given Conditions?--A Discussion With 
Comrades Duan Ruofei and Dai Cheng." 


Article by Xi Zhaoyong: "On the Question of ‘Direct Proportion' and 
"Inverse Proportion’ of Workers’ Poverty to Their Tortures in Work in a 
Capitalist Society--Notes on Studying DAS KAPITAL.'" 


Article by Luo Jieli: "A Tentative Discussion on the Objective Basis of 
Fixing Prices According to Quality of Work." 


Article by Fan Hong: "Using Practice as the Criterion To Test Keynes' 
General Theory of Employment." 














Discussion of the Relations of Production as the Object of the Political 
Economy. 


Article by Chen Xianyi: "On the System of Ownership and the Relations 
of Product: .," 


Article by Yu Shaobo: "The System of Ownership Is the Sum Total of the 
Relations of Production." 


Article by Lou Qibiao, Li Yiqing and Pan Taili: "A Preliminary Investiga- 
tion of the Industries Under the Urban Collective Ownership in Beijing.” 


Readers Forum 


Article by Gu Wenyao: "Is the Practice of Putting Output /«! .e in Command 
Attributable to the Role of the Law of Value?" 


Article by Huang Zhaoren: "Is This Argument Correct?--A D.scussion With 
Comrade Zhang Chunyin and Others." 


Article by Chen Yuhong: "Complicated Labor and Simple Labor Are Not 
Different in Essence." 


Mourning Comrade Gu Zhun. 
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GENERAL ECONOMIC INFORMATION 


BRIEFS 


MANAGEMENT MEETING~-Beijing, 28 Feb--The first annual meeting of the PRC 
Enterprise Management Association opened 28 February. Yuan Baohua, its 
president, addressed the opening ceremony. He called for further promoting 
enterprise management and making contributions to speeding up modernization 
building. The meeting was attended by over 150 representatives. Also 
speaking at the meeting were Zhan Yan, secretary general of the association; 
Ma Hong and Hua Luogen, its vice presidents, and Gu Dachun, vice chairman 
of the All-China Federation of Trade Unions. [Beijing XINHUA Domestic 
Service in Chinese 1250 GMT 28 Feb 80 OW] 


PRODUCTION COORDINATION PROBLEMS--In a letter to this station, (Yuan Shouqi) 
of the provincial economic commission suggests that the departments con- 
cerned pay attention to avoid overproduction of certain items which pre- 
viously were in short supply. Using electric fans as an example, the letter 
says that there are now more than 30 manufacturers of fans in the province. 
This has caused problems of scattered locations, production overlap, poor 
product quality, great material cons'mption in the manufacturing process and 
small-scale production in many factor’es. This product, previously in short 
supply, is now in excess, and a new imbalance has appeared. The letter 
analyzes the reasons for excessive production of certain items previously 

in short supply, and says the chief reason is that leading departments at 
various levels on the industrial front lack a unified plan and a far-sighted 
viewpoint with regard to the readjustment of industry. They only see that 

a product is presently in short supply but fail to look into the actual 
situation and to scientifically predict its future supply and demand. The 
letter suggests that pertinent departments in various localities further 
strengthen their leadership over the readjustment of industry and, on the 
basis of study and investigation, promptly work out an appropriate readjust- 
ment plan so as to rectify such excessive production as soon as possible. 
[Excerpts] [SK180422 Jinan Shandong Provincial Service in Mandarin 2300 GMT 
16 Mar 80 SK] 
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FUELS AND POWER 


BELJING RADIO REPORTS EFFORTS TO HARNESS SOLAR ENERGY 
OW191559 Beijing Radio in Mandarin to Southeast Asia 0900 GMT 19 Mar 80 OW 


("China Construction Program" talk: "The Use of Solar Energy in China and 
the Prospects for Its Development") 


[Text] Solar energy research and application in China started in the late 
1950's. At that time, research was limited to solar energy stoves, but in 
recent years there have been further developments and improvements in manu- 
facturing teciniques and the application of such stoves. There have also 
been new developments in the research and application of solar energy in 
heating and distilling water, making solar batteries and generating 
electricity. In addition to its uses in space exploration, solar batteries 
are being used to power navigation markers and railway signals as well as 

, such areas as astronomy, meteorology, earthquake detection, soil tests 
and black light. In-depth research and exploration is being carried out 
for turning water into (?hydrogen), solar energy's (?mutation of living 
matter), the storage of solar energy and other basic studies. Generally 
speaking, in China solar energy is primarily used in heating while it is 
still in the experimental and research stage as regards power generation. 


A number of solar stoves which collect and concentrate sunlight have been 
manufactured in the rural and pastoral areas of some provinces and autonomous 
regions in China. This type of solar stove is highly efficient and durable, 
and can be used for steaming, boiling, sauteing and other purposes. Accord- 
ing to incomplete estimates, the country as a whole has more than 2,000 
solar energy stoves in continuous use. The solar energy water heaters now 
in use in China have harnessed a total of more than 70,000 square meters 

of sunlight, of which about 40,000 square meters are being used in Beijing. 
Beijing is located on the 40 degree North Latitude. It has 2,700 hours of 
sunshine each year. An average of 1 square meter of sunlight harnessed 
there can heat, per day, 100 kg of water to a temperature of 40 degrees 
centigrade. Sometimes the water can be heated to as high as around 

60 degrees centigrade. Unlike in the past, when solar energy water heaters 
were used only in such service trades as haircutting, laundering and dyeing, 
baths and restaurants, now their use has been expanded into industrial and 
agricultural production, the health, cultural and educational departments. 
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Now more than hal! the country's provinces, municipalities and autonomous 
regions have started to experiment in the use of solar energy to dry grain 
agricultural and sideline products, and other uses, The largest solar 
energy grain-dryer now in use in China can dry between 20 and 25 dun of 
grain in an Sehour day. it is also very effective in eliminating insects. 


Applying solar energy for heating purposes has also made certain progress. 

In a 5Seetory office building in Xining City, Qinghai Province, experimental 
harnessing of solar energy has been carried out to heat a 700-square-meter 
portion of the building which has a total floor space of 3,000 square meters. 
The results after over a year's use have been very good. Gansu Province 
built two solar energy hothouses 2 years ago. The temperature there can 
reach over 15 degrees centigrade in winter. 


Some scientific research units are developing coolers and air conditioning 
equipment using solar energy. The Guangzhou Energy Research Institute 
under the Chinese Academy of Sciences is conducting experiments in using 
solar energy for distilling purposes. The institute has built a desalina- 
tion facility on an island in the South Sea. It now can produce more than 
1 dun of fresh water a day. 


China has also started some research into harnessing solar energy for 
generating electricity. A Shanghai-made solar energy steam machine can 
continue operating stably for 40 minutes in sunlight and generate 40 watts 
of power. There is a solar energy power-generating simulator device of 
1,000-watt capacity which can bring the temperature of the water in it to 
more than 80 degrees and has the power to generate between 700 and 800 watts 
of electricity. The performance of this power-generating device has been 
constantly improved in the 2 years of its experimental operation. An 
experimental, tower-type, high heat, solar energy thermal power generating 
device of 1,000-watt capacity is being installed in Tianjin University. 


{[OW191639] Research and application of solar batteries dates back to the 
late 1950's. At present there are some factories and workshops in Shanghai, 
Tianjin, Beijing and Wuhan which produce solar energy batteries. Since 
their price is still high, except in aviation, their use in industry is 
limited to communications and navigational systems, railway signals, 
microwave relay stations, meteorological stations and some units and 
localities in the remote agricultural and pastoral areas where there is 

no source of alternating current electricity. According to the incomplete 
estimates of the Ministry of Communications, the total power of solar energy 
navigation markers may have reached 280 watts. The railway system has 
installed over 30 sets of solar-energy-battery-operated signals at more 

than 20 stations whose total power has reached more than 1,000 watts. 

Since power charge and power release of these solar energy batteries can 

be both stable and reliable and the signals equipped with such batteries 

can be seen at a greater distance, this contributes to the safer operation 
of the railways. 














Last year electrified fence enclosures using solar energy were built in 
both Nei Monggo]l Autonomous Region and Jilin Province, This marks the 
{iret time any country in the world has started to apply solar energy to 

an electrified fence enclosure on grasaland, It ia of great help in pro- 
tecting pastures and developing liveatock breeding. Solar energy is turned 
into electric energy which is tranemitted, after going through a transformer 
to increase its voltage to a certain degree, to the wires attached to the 
enclosure fences, An animal will turn tail in panic each time it comes 
into contact with the fence, There is a special feature of such a solar- 
powered, electrified fence enclosure. It automatically releases a high- 
voltage current only when an animal comes into contact with the wires on 
the fence, thus preventing the animals from getting close to the fence. 
Otherwise, its consumption of electricity is minimal. 


The prospects for China in the utilization of solar energy are broad. Vast 
in area, China is a country where two-thirds of its land can have more 

than 2,000 hours of sunshine each year. North, northwest China and the 
Qinghai-Xizang plateau have extremely good natural conditions for harnessing 
solar energy because these areas are drier with less rainfall, which makes 
the air there clearer, and they have as much as 2,500 hours or more sunshine 
each year. 


The Chinese Government attaches great importance to harnessing solar energy. 
It is one of the country's key items for scientific research. There are 

now more than 150 units in the country which are carrying out or taking 

part in research in the use of solar energy. They have a total of more 

than 1,000 scientists and technicians. In May last year the Chinese Solar 
Energy Association was established in Beijing. Between late August and 
early September the same year the country held its second national conference 
on solar energy in Xian City. The conference devoted itself to studying 

the most effective ways to promote solar energy research and utilization 

in China and strengthen international exchanges in the future. Specialists 
and technicians from the United States and West Germany, who attended the 
solar energy exhibition held at the same time in Xian, were invited to the 
conference to give technical reports. 


CSO: 4006 


67 











FUELS AND POWER 


BRIEFS 


JIANGXI PREFECTURE HYDROELECTRIC STATIONS--In 1979 the people in Shangrao 
Prefecture built 79 hydroelectric power stations and increased the in- 
stalled capacity by 15,000 kilowatts. This was a 100-percent increase 
over 1978. The departments of finance and the people's banks in the 
prefecture and counties have actively laid the conditions for the con- 
struction of the small hydroelectric power stations and provided loans. 

In the 20 years before 1979 in Guangfeng County, there were only 

1,300 kilowatts of installed capacity from the small hydroelectric power 
stations, but there are now 11,400 kilowatts. [Nanchang Jiangxi Provincial 
Service in Mandarin 1100 GMT 27 Feb 80 HK] 
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HEAVY INDUSTRY 


METALLURGICAL SYSTEM SUPPORTS AGRICULTURE, LIGHT, TEXTILE INDUSTRIES 
Shanghai WEN HUI BAO in Chinese 22 Jan 80 p l 


[Text] The Municipal Metallurgy Bureau, in accordance with the requirement 
of constructing three bases proposed by the seventh meeting of the second 
session of the Municipal People's Congress, has tried by all sorts of 
strategies and methods to produce more steel products which are urgently 
needed in developing light and textile industries. During the first 20 days 
of the new year, steel and steel products produced by the entire system 
reached a new record level, increasing 5 percent and 7 percent respectively 
over the same period last year. 


Last year, the municipal metallurgical system carried through the people's 
economy readjustment policy and renewed the bureau's various technical and 
economic indicators. The scope of increase in steel products was higher 
than that of steel by 1.7 times, and the increase in profits was also 
higher than that of production value by 1.7 times. Entering the 1980's, 
the Municipal Metallurgy Bureau's Party Commission is positively implementing 
the spirit of the seventh meeting of the second session of the Municipal 
People's Congress and taking measures to meet the demands for development 
of the light, textile and handicraft industries and in the domestic and 
foreign markets. This year's production goal proposed by the Bureau's 
Party Commission is: With satisfying the needs of society as the direction 
and catching up with and overtaking the advanced levels both at home and 
abroad as the objective, try to grasp the main links for improving the 
production structure, to develop more varieties of products, to increase 
quantity and improve quality, to develop items that are in short supply and 
to reduce waste so that iron and steel production will meet the demand to 
construct Shanghai into three bases. 


In order to realize this goal, the metallurgical system has made possible 
the "use of all sorts of methods in five respects." They are using all 
sorts of ways to develop the varieties and specifications which enjoy 
satisfactory sales, so as to constantly meet the demands of different trades 
and professions; they are using all sorts of devices to increase the quantity 
and improve the quality of products, so as to catch up with and overtake 

the advanced levels both at home and abroad; they are using all sorts of 
methods to conserve energy so as to reduce waste; they are using all sorts of 
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ways to expand exports 80 as to earn more foreign exchange, and they are 
using all kinds of methods to deal with "three wastes," so as to change 
wastes into treasures. Several days ago, Lu Tiefu [7120 6993 1133], director 
of the Metallurgy Bureau, together with the bureau's department heads and 
the leading cadres of the basic-level plants, successively visited the 
light, textile and handicraft industrial system and listened to their 
opinions and demands. With the demands of the light and textile industries 
in mind, the Metallurgy Bureau and related plants immediately made arrange- 
ments to produce 26 kinds of steel products, including spring steel strips 
for clocks and watches, small structural steel for bicycle parts and 
accessories, steel wire for sewing machine needles, steel products for home 
electric fans and lamp fixtures, etc. Although the quantity of some of the 
steel products needed is very small, the metallurgical system still en- 
deavored to overcome difficulties, tried to locate and develop the potential, 
and produced them in small and varied quantities so as to meet the production 
demands of the light, textile and handicraft industries. Recently, all the 
shipping lists for the first assignment of steel products were sent to the 
end users. 


In order to capture a new victory for this year's iron and steel production, 
the Municipal Metallurgy Bureau's Party Commission yesterday afternoon 
called a pledge rally for commending the advanced units and striving for 
the 1980 goals. Shanghai No 5 Steel Mill and Shanghai No 3 Steel Mill, 
Shanghai Irregular Steel Tubing Plant and Shanghai Copper Plant, and Shanghai 
Institute of Iron and Steel and Shanghai Institute of Nonferrous Metals 
respectively engaged in a challenge with each other. Fifteen advanced teams 
and groups of the bureau jointly suggested that the production pace of 
Shanghai's metallurgical industry be quickened this new year by using one 
means or another, thus rendering better services to agriculture and to 
light, textile and handicraft industries in order to meet the demands for 
construction of the Four Modernizations. At the rally, commendations for 
1979 were given to 230 advanced groups and 310 advanced production workers 
in Shanghai's metallurgical system and for 30 scientific research items 
which have received Shanghai science and technology awards. Wang Linhe 
[3769 2651 7729], chairman of the Municipal Federation of Trade Unions and 
Zhou Lan [0719 1526], deputy director of the Municipal Economic Commission, 
attended the rally and made speeches. 


9503 
CSO: 4006 


70 








LIGHT LNDUSTRY 


"RENMIN RIBAO,' 'XINHUA' COMMENT ON SMALL COMMODITY PRODUCTION 
OW200306 Beijing XINHUA Domestic Service in Chinese 1451 GMT 19 Mar 80 OW 


[Commentary by RENMIN RIBAO and XINHUA reporters: "It Is Necessary To 
Stimulate Small Commodity Production'"--date not given] 


[Excerpts] Beijing, 19 Mar--In the course of national economy readjustment, 
the party and government's leading personnel in some localities have begun 
to pay attention to the production of small commodities for daily use. 
Thanks to their support to small commodity production in economic policies, 
planning, material supply as well as marketing, small commodity production 
has been revived and developed with certain results in these localities. 
However, the symptom of a trend to weaken small commodity production has 
appeared in some localities, and the masses of people are unhappy about the 
shortage of some small commodities which are needed for their livelihood. 
This problem merits our attention. 


At present the overwhelming majority of small commodities in our country 
are produced by the collectively owned enterprises. A special law govern- 
ing the supply, production and marketing of small commodities is determined 
by the characteristics of small commodity production, namely, being small 
and flexible. Practice over many years shows that whenever a series of 
policies, measures and systems suitable to the characteristics of small 
commodity production are adopted to stimulate production, small commodity 
production will develop; otherwise, there would be a decline. Therefore, 

to revive and develop our country's small commodity production, it is 
necessary to conscientiously study the characteristics of small commodity 
production and map out as well as implement a series of principles, policies 
and meihods of management suitable to the characteristics of small commodity 
production. 


However, in view of the characteristics of small commodities, we must give 
full play to the role of small commodities in regulating market supply and 
demand under the prerequisite of strengthening planning and guidance. 

With regard to raw material supply, it is not only necessary to emphasize 
giving priority and guaranteeing the supplies under the unified distribution 
of the state, but we should also open up more supply channels in various 
forms. In short, it is important for us to maintain certain degrees of 
flexibility in the supply, production and marketing of small commodities 
while placing them under state planning and guidance. 
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In the present course of economic readjustment and specialized cooperation, 
we must pay attention to maintaining the business characteristics of small 
commodity enterprises and should not arbitrarily incorporate them, or we 
will ruin the flexible characteristics of small commodity enterprises. 
However, the key to stimulating small commodity production and achieving 
its stable development lies in the efforts of the various levels of leader- 
ship. Efforts should be made to overcome and prevent the mentality of "re- 
garding major products as superior to small commodities." Under no circum- 
stances should we regard small commodities as “little toys" which are not 
indispensable. 


Policies must be adopted to protect, foster and develop small commodity 
production. While paying attention to and supporting small commodity 
production, efforts should also be made by ell departments concerned to 
promote the development of small commodity production through such economic 
levers as loans, tax revenue and prices, and to insure that reasonable 
amounts of profits can be made by the small commodity enterprises under 
normal management conditions. All small commodity production enterprises 
must adhere to the socialist orientation, set their mind on producing small 
commodities, become more proficient in production and provide the small 
commodity market with a greater variety of items, so as to better serve 

the consumers and make greater contributions to socialist modernization. 
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CAPITAL CONSTRUCTION 


BRIEFS 


ZHEJIANG EXPEDITES HOUSING CONSTRUCTION--Hangzhou, 16 Mar--Zhejiang 
Province has taken various steps to expedite housing construction in 
urban areas. Last year, living quarters of a total floor space of 

1.45 million square meters were built, topping the previous year's 
record by 38 percent, equal to one-sixth of the total floor space of 
housing put up in 30 years since the founding of the republic. About 
30,000 households have moved into new quarters. In addition, the 
province has also done repair work on existing quarters of a total 
floor space of 2.75 million square meters, thus improving the living 
conditions of 60,000 families. The steps taken by the province include 
"government construction with civilian assistance," "civilian construc- 
tion with government assistance," "government construction with factory 
assistance" and "factory construction with government assistance." 
[Beijing XINHUA Domestic Service in Chinese 0108 GMT 16 Mar 80 OW] 
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FOREIGN TRADE 


BRIEFS 


FUR, LEATHER CLOTHING EXPORT--Tianjin's export of fur and leather clothing 
soared from 90,000 pieces in 1978 to 180,000 pieces last year, and foreign 
exchange earnings also doubled, thus moving up to the front ranks in the 
nation's export of similar products. Starting the first of last year, 
Tianjin's Anima] Byproducts Import and Export Corporation designated fur 
and leather clothing as an important export product. They maintained the 
principle of "setting production according to sales, combining production 
and sales," and in a timely manner signed purchase and sales agreements 
with processing and production units. Through joint endeavor, production 
and trading units overfulfilled the yearly purchase quota of Tianjin's fur 
and leather clothing export. At the same time, they also emphasized the 
development of new products. Based on the special features of long-fur 
clothing currently prevailing in the world market, they made imitation fox 
and wolf fur from creamy sheepskin and made clothing for export by skillful 
processing in the corporation's fur and leather plants. The products were 
sold out immediately, once they were seen by foreign traders. There was a 
very low export value for the leftover scraps of cushion made from rabbits 
by this corporation. They firmly grasped the opportunity when windbreakers 
were in demand in the U.S. market, and made and exported rabbit windbreakers 
using the rabbit as lining, again more than doubling foreign exchange earn- 
ings for the nation. While carrying on their normal export business, they 
also completed, with the positive coordination of the related units, the 
processing of clothing from fox and the processing of fox from materials 
furnished by customers. [Text] [Article by Sun Changhai [1327 7022 3189]] 
[Tianjin TIANJIN RIBAO in Chinese 13 Jan 80 p 1] 9503 
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TRANSPORTATION 


ALTERNATIVES TO STEAM LOCOMOTION EXAMINED 
Beijing GUANGMING RIBAO in Chinese 27 Feb 80 p 3 


[Article by Qian Yin [0578 1714], Chinese Railroad Society] 





[Text] At present, there is still a difference of opinion in the railroad 
system about whether “undertaking internal combustion and electric power 
together and giving the preference to electricity" should be the policy 
for the development of railroad tractive power. 


Comrades who have a different opinion about the policy of "undertaking 
internal combustion and electric power together and giving preference to 
electricity" mainly believe that internal combustion traction is not the 
direction for restructuring railroad tractive power, and for a rather long 
period steam traction should still be used and developed. They believe that 
from the economic standpoint, internal combustion traction has not yet 
yielded satisfactory economic gains since the nation adopted the policy in 
the 1960's of switching to internal combustion. In the long run, "if we 
estimate the technical improvements and the economic changes in the cost 

of fuel and the locomotive building costs that can possibly take place by 
1990, the total cost of internal combustion traction will be higher than 
that of steam by about 70 percent." "By 1990, if the original internal 
combustion stage is continued so that a large number of internal combustion 
locomotives replace steam locomotives, investment will increase by 8 billion 
yuan and operating costs by 700 million yuan, compared with those for steam 
locomotives." Therefore, they think that it is economically very unsound 

to use internal combustion traction as the policy for modernization. From 
the consideration of the modification of tractive power, investment is 
needed only once in changing directly from steam to advanced electrical 
traction. But investment will be needed twice in changing from steam to 
internal combustion traction and then to electrical traction, thereby creat- 
ing a lot of waste. From the consideration of energy, internal combustion 
locomotives must use diesel oil, while steam locomotives can use coal. 
Because of the special condition that there is more coal than oil, and that 
coal is cheaper than oil in our country, steam locomotives for tractive 
power should have the preference at present. 
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Comrades who insist on the policy of “undertaking internal combustion and 
electricity together and giving the preference to electricity" believe 

that replacing steam by internal combustion traction is the definite trend 
in bringing about railroad modernization, This means not only equipping 
railraods with advanced technology but, more important, being able to 
improve transportation capability, conserve energy, conserve manpower, 

and reduce transportation costs. Comparing internal combustion traction 
with steam traction, speed is higher by 12 to 15 percent, the daily run- 
kilometer is higher by 8 to 27 percent, daily capacity (10,000 tons-kilometer) 
is higher by 12 to 40 percent and transportation volume is higher by 

22 to 30 percent. The thermal efficiency of an internal combustion locomo- 
tive is more than five times greater than that of a steam locomotive, and 

it is more efficient in using oil, with 1 ton of oil used compared to 9 tons 
of coal. In fact, very satisfactory economic gains are generally acquired 
by industrially advanced nations that use internal combustion traction to 
replace steam traction. The fact that the total cost of internal combustion 
traction is now much higher than that of steam traction in our nation is not 
a drawback to internal combustion traction itself. It is because of the 
fact that locally-made internal combustion locomotives are still inferior 

in quality; parts and overhauling costs of internal combustion locomotives 
are still high, and the relative cost of oil to coal is still high. Hence- 
forth, as the quality of internal combustion locomotives improves, models 
are fixed, the prices of locomotives and parts as well as the price of oil 
and coal are more in conformity with the law of value, and, in addition, 

as traction norms can be reasonably improved, locomotive crossings suitably 
arranged, long crossings and rotational ride systems and other measures 
tried and carried out, and transportation organizations and planning and 
statistical efforts improved accordingly, the total cost of internal 
combustion traction will definitely be lower than that of steam. This group 
of people believes that internal combustion traction is the direction for 
restructuring railroad tractive power. Not only should internal combustion 
locomotives still be used and vigorously developed, but even after electri- 
fication is widely developed in the future, "internal combustion traction 
also has a bright prospect in some of the less busy lines and in marshaling 
operations.” 


9503 
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TRANSPORTATION 


NEED FOR TRAFFIC SAFETY DURING SPRING FESTIVAL STRESSED 


Beijing GONGREN RIBAO in Chinese 11 Feb 80 p 1 


LInterview with responsible person of State Economic Commission by CONGREN 
RIBAO correspondent: "How To Insure Traffic Safety During Spring Festival 
Season" date and place not given] 


[Text] How to insure traffic safety during the Spring Festival Season and 

to enable the broad masses to enjoy a happy Spring Festival? This question 
has caused widespread concern among the workers and staff members on the 
industry and transportation front. Our correspondent has interviewed a 
responsible person of the State Economic Commission regarding this particular 
question. Below are the answers to questions raised by the correspondent. 


Question: How is the situation with transportation during the Spring Festival 
Season this year? Do you anticipate any problem with the safety factor? 


Answer: This year, passenger traffic is heavier than before, and quite a 
large number of them are carrying fireworks and firecrackers. Especially 
because of some profiteers who ignore state regulations, large quantities of 
toy bombs of various types are being carried over long distances. These are 
the problems with the traffic safety factor during the Spring Festival Season. 
These problems increase along with passenger traffic. According to inconm- 
plete statistics in a month, 18 railway bureaus in Beijing, Zhengzhou and 

Xian discovered more than 126 million firecrackers, more than 800,000 sheets 
of touch paper, more than 900,000 bombs of the pulling and tossing types, 

some 22 million kilograms of explosives and some 14,000 kilograms of detonators. 
Other combustible and inflammable materials, such as gasoline, thinner fluid 
and paint were also discovered. In the past month, 9 cases of fires and 
explosions occurred in railway departments alone, causing more than 50 casual- 
ties. Similar incidents also occurred in highway and waterway traffic. 


These incidents were not only confined to the communications and transporta- 
tion departments. There have been many similar accidents in enterprises run 
by the communes and production brigades and in the commercial departments. 


Question: Is there any way to prevent a continuance of these occurrences and 
to insure traffic safety during the Spring Festival Season? 
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Answer: First, the workers and staff members of the communications and 
transportation departments should give thought and attach great importance 

to this problem, and realize that is is our sacred duty to insure safety to 
people's lives and state property. They should take various measures to 
educate the passengers on the importance of safety, The passengers too should 
willingly observe regulations and disciplines, and must never carry any 
inflammable or combustible articles against regulations. 


Recently, the railway, highway and air transportation and shipping departments 
have adopted forceful measures to propaganda and preventive inspections, 
resulting in a reduction of inflammable and combustible articles being carried 
in open violation of regulations. However, some profiteers are still trying 
to carry or ship these articles under false labels or through false declara- 
tions in an attempt to make high profits. In dealing with these unscrupulous 
elements, besides the measures of preventive inspections by the railway, 
transportation and public security departments, the broad masses of passengers 
should also closely be on the watch and strengthen their supervision. As soon 
as they discover any suspicious people or articles, they should promptly 
report to the departments or personnel concerned. 


Question: Can we insure traffic safety during the Spring Festival Season by 
relying only on the preventative inspections carried out by the transportation 
and public security departments? 


Answer: This is a good question. Recently, an explosion occurred inside a 
carriage of Trip No 403 passenger train at the Zhuzhou railway station in 
Hunan, causing 22 casualties. This accident clearly illustrates the 
importance of this question. This explosion was caused by a profiteer named 
Zhang (who died in the explosion) who was transporting 50 packages (each 
package containing 100 sheets and each sheet containing 92 rounds) of "Tiger- 
Shooting" brand toy bullets. These toy bullet paper sheets had been the 
cause of a railway station fire in Huaihua County, Hunan Province, in 1977. 
At that time, the gunpowder factory producing these sheets was forcibly shut 
down by the provincial authorities. However, this factory transferred its 
equipment and technical personnel to a production brigade of a certain commune 
for the business to be continued. These sheets were sold in large quantities 
to any buyer. Having bought 50 packages of these sheets, the profiteer 
avoided the inspection at Changsha station and boarded the train at a small 
station in Heishipu without being inspected, thus causing the tragedy. 


This accident shows that mere reliance on the preventive inspection by the 
railway and transportation authorities is not enough to insure traffic safety 
during the Spring Festival. Therefore, we must reiterate the document 

issued by the State Council on 5 February and other regulations by the 
departments concerned on the strict prohibition of inflammable and combustible 
articles being carried by passengers on trains, ships and airplanes; on the 
safety factor in the production of firecrackers; and on strengthening the 
control of explosives. These regulations must be strictly observed by not 
only the communications and transportation departments, but also the produc- 
tion and marketing units. This year, the production of fireworks and 
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firecrackers is rather high, and the threat to safety is mounting. The 
leading departments concerned should immediately conduct a safety inspection 
among these units, Any enterprise failing to meet the standard of safety 
should immediately stop production, while the commercial departments concerned 
should atop procuring, tranaporting, or selling these articles, The economic 
commiasion organizations in all areas should provide more active leadership 

in thie work and organize the departments concerned to actively cooperate 
with the transportation departments in maintaining traffic safety during 

the Spring Festival Season, in preventing the increase of hazards, and 
insuring the protection of people's lives and state property. 
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